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‘Britain in Europe 
HE quick passage of the American Interim Aid Bill through the 
Senate offers some hope that not only emergency measures but the 
Marshall Plan itself may be enacted before too long.. And the chance 


that the Plan may soon come into being makes the question’ of. its 
administration a matter for urgent’ consideration. 


The problem was first posed when Mr Marshall on June 5th asked 
the European nations to plan their recovery jointly, but at the Paris Con- 
ference, where the British delegation inevitably took the lead, the question 
of closer co-operation was shelved. The nations did not come prepared 
to sacrifice national sovereignty—for example, by permitting their. esti- 
mates of need to be examined critically—and the British, anxious above 
all to produce a report speedily, did not press the issue. Nor was the 
British Government particularly anxious to give a lead towards the joint 
planning and administration of European recovery. Behind many plans 
for closer integration—for example, the scheme for the mutual converti- 
bility. of European currencies—seemed to lurk the chance that Britain 
would be asked to mortgage more of its shrinking supply of dollars. Simi- 
larly, plans for the scrutiny of national needs held the possibility that 
Britain’s neighbours might find the percentage of aid.it sought too 
high. No decisive lead towards greater economic integration was, there- 
fore, given and in the Report even the proposal to keep some sort of 
multi-national body in being to supervise the Plan was inserted only as 
a result of American pressure. In Washington, too, where the chief 
responsibility for explaining the Paris Report fell to the British delegates, 
the issue ‘of the continuing organisation was not pressed. The United 
States Administration and Congress have, therefore, been left to make 
up their own minds on this point, All are agreed that there will be an 
American agency of some sort. The question is: with whom in Europe 
will it deal ? 

A number of influential groups inside and outside Washington would 
like to see the Sixteen establish a joint agency among themselves to advise 
and assist the Americans in thé scrutiny of national ‘requests, in the 
establishment of priorities and in the allocation of supplies. ‘No exactly 
comparable agency has yet existed, but the idea is that the spirit which 
animated the wartime Combined Boards—in admittedly different cir- 
cumstances—should guide the work of the new agency. The argument 
for such. a body is that, on the one hand, it could yastly reduce the 
possibility of direct American intervention and give Europe the chance 
to werk out its own priorities and allocation, _On the other hand, it 
could be a means of moving towards that larger conception of European 
unity with which Mr Marshall first made his offer and which, some 
Americans argue, is in the long run the only issue great enough to ensure 
continuing American support through the four years of the plan. 

An opposite view has also emerged, particularly i in Congress, and the 
influential Herter Committee has put its weight behind an American 
approach to Europe on a completely separate national basis. Each nation 


- would workout with the United States.the amount of aid it was to 


receive, and the only common denominator in all these. bi-national 
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negotiations would be the American agency, on which would 
therefore fall the task of determining priorities and co-ordi- 
nating allocations, Between this scheme, which represents 
direct American intervention, and the opposite hope that the 
Europeans would set up their own multi-national agency, the 
Americans, it seems, have still to make up their minds, and it 
may be that a determined expression of opinion from Europe 
might influence them. What, then, ought the attitude of the 
European nations—and of Britain at their head—to be ? 


x. 


There should be no mistake about it. The decision is a 
difficult one and the risks attending any policy are great. 
The immediate advantages appear to lie with the strictly 
national approach. It can be argued that a bilateral negotiation 
with the United States will secure a larger share of Marshall 
aid for Britain than could be obtained by any other method 
of allocation. Out of the first appropriation the British have 
asked for $2.2 billion, the French for $1.7 billion, Western 
Germany has been put down for $1.1 billion. These sums 
account for three-quarters of the total, and it is open to doubt 
whether the Sixteen would have agreed to so large a proportion 
of the total going to three only of their number if any scrutiny 
of national requirements had taken place at Paris ; but the British 
Government is convinced that any smaller allocation would 
confront Britain with the possibility of economic collapse. 

The political risks of a joint scheme seem equaliy great at 
a time when large Communist parties are creating such uproar 
in France and Italy. The conflicting economic claims of the 
Commonwealth and of Western Europe to the British market 
could perhaps be worked out, at least so long as supplies 
remain a greater anxiety than markets. But how long will 
this be? In the longer term, might not more attractive 
prospects for Britain lie in moving towards closer association 
with the English-speaking peoples of America and the Common- 
wealth and in remaining a resolutely extra-European Power ? 

These doubts and hesitations have admittedly been deepened 
by reports reaching this country in recent months on the 
attitude of many Americans to the British dilemma. On several 
occasions, the British have been warned that they must “ take 
their place in the queue ” with the implication that that place 
might not be a very high one. The fact that Britain alone 
could give a lead in Europe, that the existence of both a 
Commonwealth and a sterling area gave Britain special commit- 
ments, and that these commitments were a factor of stability 
in an unstable world—none of this appeared to have made 
much impact on the American official mind. Thus at a time 
when bold and courageous thinking in Britain could have 
matched the generosity of the Marshall offer, the British were 
thrust back upon a defensive state of mind. 

Yet even if the reasons for the timidity of present British 
thinking can be understood, the timidity itself is no less 
dangerous. It is dangerous, in the first place, because it leaves 
the United States with no alternative but to shoulder directly 
the major burden of intervention in the affairs of Western 
Europe. If the nations will not seek agreement among them- 
selves, the only possible arbiter is America. Thus the kind of 
intervention that can most attract Communist attack seems 
inevitable. Nor is it certain that Britain can obtain even its 
limited aim of securing higher priority, if it negotiates directly 
with America and by-passes its European neighbours, The 
Americans may be as unresponsive as they have been in the last 
six months to a special British claim, and once the unity of the 
Sixteen is split, the other nations will be exercising all the 
ingenuity they possess to ensure that their own shares are 
enlarged. Instead of dealing with a responsible European 
organisation, the Americans may find themselves struggling 
with a rabble of queuc-breaking clients. 
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These possibilities are all the more unfortunate in that they 
almost certainly spring from a British misconception of, 
European multi-national agency would work. Haunted by 
United Nations, they are thinking in terms of voting strength 
and see their priorities fixed by a majority which excludy 
themselves but includes Iceland. But a functioning mulj. 
national agency need not work according to such a rigid for. 
mula. Such bodies as the Middle East Supply Centre ang 
Unrra are not strictly comparable, since in both Anglo- i 
preponderance was great, yet they worked nevertheless on the 
basis, not of voting, but of a mixture of economic reality and 
political good sense. In Unrra, for example, the Russians 
agreed that Greece should receive three times as much aid a5 
the Ukraine. It is possible, even likely, that a European 
might show some of the same flexibility, particularly jf 
American influence pointed in the same direction. And itis 
at least arguable that Britain might find its special needs ag 
favourably considered by a Europe hungry for British coal'gs 
by an American agency impatient with a Socialist Government, 


* 


But it is in the longer run, in the perspective of history, that 
British timidity and hesitation are likely to reap their most 
dangerous harvest. Geographically, Britain is now an ¢xten- 
sion of the European Continent, and it is isolationism, no less 
crass than that of which the Middle West is accused, to believe 
that a purely extra-European existence is open to Britain im the 
twentieth century. It is indeed a profound contradiction in 
British thinking to imagine that America can be drawn into a 
Europe from which the British wish to cash out. The one 
withdrawal will ultimately entail the other, and then no dreams 
of an “ English-speaking association” will alter the fact that 
the British Isles are on the wrong side of the Atlantic. 

Economically, the sixteen sovereignties of 1938 are already 
an anachronism, and since it now seems almost certain that 
a separated Western Germany must somehow be absorbed in 
Western Europe, the need for a wider economic integration 
is immediate. British fears that the creation of a wider market 
might expose their industrial structure to difficult competition 
is in reality an argument for precisely that policy, for if Britain 
is tO Maintain its position as an exporter, it is common know- 
ledge that something must be done to reverse the mounting 
trend of its costs of production. Another decade of economic 
protectionism may reduce Britain to a position in which over- 
costly British goods can no longer find foreign markets, and 
then of what assistance will its carefully fostered isolation prove 
to be ? 

It is mot necessary to have the poet’s eye or the 
historian’s mind to feel that the year that lies ahead, 1948, 
centenary of Europe’s year of revolution, will prove a turning 
point in history, one of those periods when a nation, when 
a whole civilisation perhaps, is offered the opportunity of 
resolving its conflicts and its instabilities and of moving for- 
ward to new frontiers of creativeness and freedom. What- 
ever criticism may legitimately be made of American policy im 
the past, or whatever doubts may still be held in reserve for 
the future, the fact remains that in considering a gift of three 
and a-haif billion dollars to their neighbours in time of peace 
the Americans are making a departure from settled national 
policy so’startling and so generous that of them at least it cam 
be said that the new challenge has called forth a new response. 
The trouble lies in Europe. Are narrow interests, 
parochialism, legitimate but outdated national policies to stand 
in the way of any new approach to Europe’s needs? And is 
Britain, once the most far-sighted and enterprising member of 
the Western community, to take the lead in re-establishing the 
worn-out pattern of the past ? 
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France in 


FTER the events of the past week it is obvious that parlia- 
mentary democracy in France will have a hard fight for 
its life. Amy democratic system must be able to rely, as a 
minimum, on three things—on a certain underlying conformity 
of aim among the various social classes ; on respect for parlia- 
mentary procedure and hence willingness to accept the vote in 
rliament as the ultimate arbiter of disputes ; and on an equal 
willingness not to carry unsolved disputes out to the violent 
arbitration of the streets. In France at present, the largest 
political party—the Communist Party—flouts cach of these 
three pre-conditions. The subservience of its leaders to Russian 
foreign policy—dramatically underlined by Thorez’s return 
from Moscow in the middle of this week’s turmoil—cuts the 
party off from even a minimum unity of purpose with the rest 
of the nation, since it is willing to jeopardise economic recovery 
to serve the diplomacy of a foreign Power. 

As for any acceptance of parliamentary procedure, Com- 
munist tactics in the Chamber resemble nothing so much as the 
methods by which the hundred-odd Nazi deputies brought the 
Reichstag to an ignominious standstill in the last days of the 
Weimar Republic. Amid screams of insult—all turning now 
on who did or did not collaborate with the Germans—the 
singing of revolutionary songs, forced occupation by Com- 
munists of both the rostrum and the hall, parliamentary debate 
in France has been in virtual abeyance for a week. It may be 
that if the other parties had shown more restraint, the excesses 
of the Communists could have been checked, but of their 
intention to reduce the Assembly to an impotent “ talking shop.” 
—worse, a singing shop—there can be no doubt: And the 
total disorganisation of parliamentary procedure within the 
Chamber has been accompanied by the fomenting of strikes 
which, however genuine the economic grievances they exploited, 
have been purely political in character, designed to bring down 
the Government and reduce the French economy to a state in 
which it is unfit to participate in-the Marshall Plan. 


* 


Must the conclusion therefore be that we are witnessing 1922 
and 1932 all over again? Is Schuman the Bruening of one 
more collapsing parliament ? Is it only a short step now to the 
taking over of the French Republic by extremists of the Right 
who will be ready to crush working-class opposition, sweep 
away democratic institutions and provide—though at what cost! 
—the authority without which the violent conflicts of French 
society must tear the community to pieces ? No one would risk 
the prophecy today that the passing of power to the Right, in 
the person of General de Gaulle, is either impossible or un- 
likely. But it is perhaps still possible to say that it is not 
absolutely certain. The Communists seem to have shot 
their bolt. In the pattern of strikes in the last weeks, 
the Communists’ first hope was that if they could foment local 
strikes on the wage issue, the example would prove contagious 
and nationwide strikes in various branches of industry would 
become general. The technique was more or less successful in 
the coalfields and the steel industry but failed when the railway- 
men did not follow the local strikers’ lead. The Communist- 
dominated CGT then called a general railway strike and set up 
@ National Strike Committee. But still the trains continued 
to run—even the trains which should not have been there to 
fetch M. Thorez from the frontier on his return from Moscow. 

In other industries, the answer to the strike appeal has been 
sporadic. The public services are only partially disabled and 
many workers in a crucial and symbolic sector, the public 
utilities, after dimming the lights for twelve hours, have 
returned to their power stations. The Communist majority in 


Confusion 


the CGT can still outvote the Moderate wing—the Force 
Ouvriére which, led by Léon Jouhaux, stands for non-political 
trade unionism—by eight to one, but the number of workers 
who, in the security of a secret ballot, vote to return to. work 
suggests that the hierarchy of the CGT is getting out of touch 
with the rank and file. And in the last week, acts of sabotage 
of all kinds, but particularly on the railways, have produced a 
general revulsion, for workers as well as “ fascist beasts ” travel 
on trains. A wave of political strikes designed to paralyse the 
country’s administration must either be successful or else its 
sponsors are left worse off than they were, with their bluff called 
and their weapon broken. The dynamics of the French situa- 
tion may therefore turn against the Communists now that a great 
mass of workers is beginning to show a willingness to stay at 
work. 

Another hopeful factor is the still tentative and unorganised 
state of the extreme Right. General de Gaulle’s strategy is 
obviously to wait until the implementation of the Marshall Plan 
gives him some economic elbow room and the next elections 
give him a comfortable majority of the votes. But the timing 
is important. The French remain a libertarian people, and the 
memory of their dictators from Napoleon to Pétain is not 
exorcised. If aid under the Marshall Plan were to begin to 
restore a reasonable economy, it is not certain that the voting 
would be for the extremes. If Communism slackens and 
economic hope increases, the’ General may find himself with 
every advantage save that desperate situation he needs in order 
to become France’s “ saviour.” 

It is above all the fact that economic assistance—possibly on 
a massive scale—is on the way that distinguishes France 
today from the. hopeless Germany of 1932. No moderate 
Government can survive the degree of economic maladjustment 
prevalent in France today. But it is just possible that it may 
not be asked to do so. The present wave of strikes, which have 
genuine economic roots, should not be allowed to mask the fact 
that between whiles the French have been working hard and 
well, with industrial production in October well above the level 
of 1938 in key sectors such as coal, steel, electricity, building 
materials, and a number of heavy industries. In production at 
least—distribution is another matter—France is suffering more 
from the maladjustment of the. world economy than from any 
lack of effort on its own part. Hence there is hope that the 
Marshall Plan, by ending some of these maladjustments, will 
allow French production to reap its reward in better distribution, 
in rational prices and restored finances. 

But to seize these chances of saving the Republic, 
M. Schuman’s Government (or any other coalition which may 
succeed him) must face an incredibly delicate and difficult 
winter. The Communists’ momentum has probably been 
broken. But they retain an enormous nuisance value. They 
will offer every provocation to an exasperated Government to 
strike not only at them, but through them at the whole idea of 
trade union organisation and at the working class itself. The 
aim of any moderate Government now should be to foster and 
strengthen at all cost the growing moderate wing of the CGT, 
to be scrupulous in its defence of the legitimate rights of the 
workers, and to seek a ralliement of all trade unionists who are 
sick and tired of Communist excesses, but rightly suspicious of 
a strike-breaking Government. 

In this context, the Emergency Laws which are being passed 
by the Assembly in the teeth of hectic Communist filibustering, 
give grounds for uneasiness. M. Schuman has proposed six 
laws to Parliament, only one of which has been passed so far. 
The first Act calls to the Colours 80,000 additional men: In 
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view of the sabotage and the strikers’ violence in towns all over 
France there can be little quarrel with this, nor can there-be 
much objection ta the third Bill—imposing heavy 'pefialties for 
sabotage or violence against non-strikers. But the second, 
fourth and fifth, which lay down penalties for “ interfering 
with the right to work,” could easily become instruments 
breaking the right to strike. These laws have embarrassed 
M. Jouhaux and the moderates within the trade unjon move- 
ment. Had the Communists fought a parliamentary battle with 
force and reason on these points, they could probably have 
swung the Socialists away from the Government. Instead they 
chose to reduce the Assembly to a bear garden. 

The second difficulty facing any moderate Government is 
the reality of the workers’ grievances. The misery in the great 
cities of France has now reached such a pitch that even with- 
out Communist fomentation a strike wave would have been 
inevitable. The root of the evil is food prices and the black 
market. Between July and October, it is estimated that retail 
food prices have risen (1938=100) from 974 to 1309 and the 
rise was even sharper in November. Wages have never bought 
so little, not evén in the trough of the Occupation. In these con- 
ditions a revision of wage rates is inevitable and it would 
almost certainly be the course of wisdom on the part of the 
Government, in its negotiations with the CGT, to concede—to 
M. Jouhaux if possible—the immediate increase of the minimum 
wage from 7,000 to 10,800 francs a month and to recognise that 
if further startling advances in the cost of living occur, further 
wage adjustments will be necessary. 

Admittedly such a policy entails the risk of giving the final 
spin to inflation, but the policy of increasing wages—the Com- 
munists’ only sound plank—could be combined with a new effort 
at stability in the crucial sector of food. Many economists now 
argue that industrial prices should be allowed to rise again to 
absorb part of the new wage increases and that the Govern- 


Transport Next 


N article in last week’s issue of The Economist on “ British 
Railways ” analysed the scheme which the British Trans- 
port Commission has framed for the Railway Executive. Its 
conclusions, unfortunately, were more than a little sceptical. 
It found that the scheme lays too much emphasis on technical 
direction of British Railways from the centre, and makes too 
little provision for the general function of management, which 
alone is capable of stimulating, guiding and sometimes restrain- 
ing the technical specialists. This view seems to be widely 
shared by commentators on the scheme, and it has not been 
overthrown by subsequent statements on behalf of the Com- 
mission which have sought to show that the Commission itself 
will exert the functions of management, following the principle 
of the existing boards of railway directors, while the Execu- 
tive, apart from its specialist character, will be able to view 
questions of railway administration and policy from a broad, 
and not merely a technical, angle. 

This comes close to saying that management will reside in 
two bodies, one of which happens to be the master and the 
other the servant. But there are several quite distinct aspects 
of the management problem. Technical management is required 
in each of the Regions, and all of the Regions have in turn to 
be brought under a common technical supervision exerted by 
the Executive. General management, at the level roughly 
equivalent to the railways’ general managers, but shorn of almost 
all of the latter’s powers, will repose in the Chief Regional 
Officers. But their functions will be co-ordinating rather than 
originating, and it remains to be seen how far they will be sup- 
ported by the collective authority of the Executive. As for the 
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ment should concentrate its efforts and its-rigours in bringing 
ety ee acme cael te ax henna | 
black marketeers have pa y the Assembly, but h 
eae in abeyance. They should now be used to dnpoegele 
hoarded food held by peasants and wholesalers alike and th 
to allow increased supplies to reduce the skyrocketing prices; 
the towns. The Government would better assert its authority 
imposing hard labour on the largest black market operators than 
by passing anti-strike laws which could give the Communists » 
opportunity later to restore their authority. Incidentally, gy 
distribution of the food provided by American interim aid og 
be made a useful adjunct of the Government’s policy for food, 

Yet having searched the dark skies of France for a break ip 
the clouds and having found a timid ray of light here and there 
on the horizon, one has to admit that these possibilities open tp 
moderate government depend upon its own coherence, energy 
and vision, And it is here that pessimism must grip any honest 
observer of the French scene. Although for the time being, the 
Communists have succeeded in creating a solid majority against 
them, it is a negative coalition and M. Schuman (or any suc- 
cessor to M. Schuman) will have the greatest difficulty in hold 
ing together a team which includes the Left wing of the Social 
ists, the wary conservatism of many MRP members, and is under 
constant pressure from General de Gaulle’s group on the extreme 
Right. Save on the question of quelling the Communists, what 
issue unites these men ? On what methods of government can 
they agree ? Can they even accept the basic principle that in 
the bitter months ahead some attempt shall be made to ensure 
that France’s hardships are evenly spread and borne ? It is the 
likelihood that no figure or group in the Centre has either the 
vision or the leadership to make centre government viable that 
leads even France’s warmest friends to “ despair of the Repub- 
lic” and to look over their shoulders apprehensively at the 
waiting General. 


Year and After 


Executive, the scheme exposes it to the mortal danger of remain- 
ing a collection of technical experts, and not a body of collective 
views and authority. At the apex, the Commission will be re 
sponsible for the broadest policy ; at the base of the pyramid, the 
local technical staffs will be in charge of day-to-day working. 
The gap is in the middle ; there is no intermediate layer of 
general management linking broad policy to the running of the 
railways. 

Discussion is now turning on the extent to which this primary 
defect might be remedied. Can the Executive be expanded to 
include general as well as functional members ? Not under 
the present Act, for that limits the size of each Executive t04 
chairman and not more than eight other members, and the 
Railway Executive already has its full statutory quota. But 
sooner or later this problem will have to be solved. It may be 
that, as in France (where this same problem of decentralisation 
and regional control arose after the nationalisation of te raik 
ways in 1938), the Chief Regional Officers may ultimately be 
established on a parity with members of the Executive, thereby 
providing them with effective power ultimately derived from the 
Chairman. Or it may be that the Railway Executive should be 
enlarged and divided, for certain purposes, into general and 
functional sub-Executives. : 

In terms of day-to-day working, this will not be an imme 
diate problem on January 1st ; it is likely to be far less important 
than the physical difficulties on the railways, but for which the 
momentum of the existing railway organisations would keep 
the services going with fair efficiency. But defects on the 
management side will become more serious when the real tasks 
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for which the Commission and Executives were set up begin to 
be tackled. Nationalising the railways is easy, in the sense of 
exchanging a Government-guaranteed stock for the existing rail- 
way capital. The railways could go on much the same as 
before. The scheme shows that it is intended that they should 
go on as before for a considerable time ahead. With the single 
exception of the Scottish region (which is as much a question of 
politics as of transport), all the existing systems remain intact. 
Even the Great Central line from Marylebone, which the Com- 
mission’s Own map suggested would come under the London 
Midiand Region, will (contrary to what was said here last week) 
remain under the control of the Eastern Region. There need 
be no complaint about the absence of drastic changes ; it will be 
quite enough to take over the railways on January rst and keep 
them going during the remainder of the winter. 


But quite soon after that the Regions will have to evolve new 
ways of handling traffic more efficiently. ‘The Regional prin- 
ciple is a good one for exerting effective control over permanent 
way and motive power. When eventually all the joint lines 
and penetrating lines are allocated to the Region through which 
they run, there should be a real opportunity for the rearrange- 
ment of locomotive sheds, for standardisation of practice on 
permanent way, and for more effective traffic control. These 
will be some of the advantages which may emerge from the 
tailway side of the nationalisation of transport, quite apart from 
what may happen to co-ordination of all forms of transport in 
the wider sense. But these gains—even if they come at all— 
will be slow to fructify, and they will require a great deal of 
capital expenditure on interconnections and traffic control sys- 
tems. The task is to make the most efficient use of railways 
which grew a century ago from the forces of competition, 
but which have been allowed very often to degenerate into 
duplicate systems. Many of their old services have been kept 
on the time-table as a matter of tradition rather than of economic 
need. This is not an argument for cutting down services as a 
whole, but for concentrating—and increasing—them along the 
routes where they serve and attract the bulk of the public, and 
it is an argument against running services on particular routes 
merely because a line was built there a hundred years ago and 
trains have been running on it ever since. 


For these tasks, there must obviously be some centralisation 
of technical management. But for others it is more doubtful 
Commercial management is 
one of them. Centralisation may be important for the develop- 
ment of passenger and freight traffic in the country as a whole, 
but the regional commercial officers must be left with a very 
large measure of autonomy if the commercial relations of British 
Railways with its customers are to be fruitfully developed. A 
large measure of devolution will also be required on operating 
questions. All these problems will have to be considered as 
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they arise, but there is littke doubt that they would be simpler) 
to solve if the Chief Regional Officers were armed with effective 
authority. 


* 


The discussion of the past ten days has turned almost exclu~ 
sively on the future management of the railways. But itis 
necessary to remember that this is only one element, though a 
most important one, in the problem of co-ordination of trans- 
port, which is the Commission’s ultimate duty. The Commis- 
sion can only proceed by stages. It has to take over the rail- 
ways, London Transport, and the canals on January 1st. And 
it has been left with discretion when to take over road transport 
undertakings. The railway scheme obviously takes little or no 
account of co-ordination of railways and roads—-inevitably it 
could not do so. On the road side, two quite separate problems 
arise. The road passenger industry already consists of large 
integrated undertakings, with some of which, it is reported, the 
Commission has lately been discussing arrangements for taking 
over. On the other hand, the road haulage industry is a sprawl- 
ing affair comprising 48,000 licensees, most of them small opera- 
tors, with 140,000 vehicles. It is presumably the difficulty of 
coping with so many separate cases, and of satisfying the com- 
plicated procedure which must be followed in each of them, that 
has led to the belief that the sections of the Act dealing with 
road haulage may not become effective for a long time to come. 
At any rate, the first step towards implementing them—the 
appointment of a Road Transport Executive—has yet to be 
taken. Until that happens, co-ordination can only remain a 
dead letter. All the preliminary work, like the study of flows 
of road and rail traffic, the planning of zonal collecting and 
delivery arrangements, the development of road feeder services 
to railway centres, the closing of country stations and branch 
lines and their replacement by road services—all the factors 
which arise in the welding of the road and rail systems to pro- 
vide optimum loading of vehicles, the cheapest form of trans- 
port for particular traffics, and the cutting out of duplicate ser- 
vices—will remain unstudied. There must be no mistake that 
this is the real task: unless it is solved, it will never be possible 
to provide an efficient unit of transport service for each purpose 
at the lowest real cost. 


Associated with these problems is that of charges and rates 
for transport. Many would agree that Part V of the Transport 
Act, which deals with charges, is the least tangible part of the 
Act, The Commission is enjoined to prepare and submit a 
charges scheme in respect.of the services and facilities which. it 
provides, and to do so within two years of the passing of the 
Act, “ or such longer period as the Minister may allow.” The 
power of extension will almost certainly be required, for it is 
quite improbable that the Commission will be in a position by 
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August 6, 1949; to recast the charging systems at present 
employed by the railways and the road hauliers. How is the 
present system of merchandise classification to be modified, if 
at all? Will the present 21 classes be the right ones for a 
co-ordinated rail and road transport system ? Are the present 
differentials per ton-mile in favour of longer hauls sufficient to 
encourage through traffic and to divert short-distance haulage, 
where possib!*, to the roads ? Will the Commission be able to 
introduce new economies in handling charges—the “ terminals ” 
which are now so relatively costly, partly because so little has 
yet been done to mechanise the work in the depots? And 
what of the mass of exceptional rates which are the product of 
road competition and account for as much as three-quarters of 
the merchandise revenue of the railways? Road competition 
had eroded the old system of classification, even in cases where 
it had some force of logic and reflected differences in the cost 
of handling different classes of goods. Is the right course to 


Last Chance 


IOT and murder in the Holy City have given a swift fore- 

taste of the lawlessness that may be expected to result 
from the United Nations’ attempt to convert Palestine into a 
Jewish “State” from an armchair at Lake Success. As a 
matter of coldly reasoned tactics, it would be foolish for an 
Arab resistance movement to start trouble now, while the British 
are still in charge. But no such organised resistance movement 
yet exists; Arab cohesion is loose, and the Arab leaders can 
incite, but scarcely yet control, the mass of their followers, 
who can only too easily get out of hand. So they will react in 
their fashion, which will be neither very wise nor very efficient. 
But for the moment it is not the Arabs but the United Nations 
who are on trial. It must be said that if the members of the 
Assembly had wanted to set the Middle East aflame, no more 
likely way of doing it could have been found than the conduct 
of its Palestine Committee, culminating in last Saturday’s vote 
fer partition. 

What was, in fact, voted at Lake Success on Saturday ? = It is 
necessary to look back a little. Since it came into power, the 
British Labour Government has made a series of attempts, some- 
times with American help, sometimes in the teeth of American 
opposition, to secure Arab and Jewish agreement on a plan for 
Palestine. It is worth emphasising that the form of these plans, 
particularly their avoidance of the word “ partition,” was chosen 
in deference to the fact that partition was then rejected by the 
Zionists as well as by the Arabs. At the same time, the immi- 
gration provisions of the White Paper of 1939 were suspended ; 
and since the final White Paper quota of 70,000 became ex- 
hausted in 1945, nearly 270,000 more Jews have been admitted 
to Palestine. Several offers were made to the Zionists to discuss 
a substantial increase even in this immigration rate, provided 


that they would call off illegal immigration and co-operate with | 


the Mandatory Power in suppressing terrorism. The Zionists 
always refused. 

It must be recorded for history that this continuing intransi- 
gence was due to a stubborn and monumental miscalculation by 
the Zionist leaders, who based their whole policy on the assump- 
tion that Britain could not “ give up.” Palestine. This allowed 
them to believe that non-cooperation, and illegality, and mur- 
derous attacks on the very forces which were responsible for 
their presence and prosperity in Palestine would never lead to a 
withdrawal of these forces. 

The Labour Government has taken the view—which may, 
perhaps, be criticised on practical grounds, but is difficult to 
challenge as correct international behaviour—that, failing an 
agreed plan which could be submitted to the Trusteeship 
Council or other appropriate organ of Uno, the future of Pales- 
tine must be referred to the United Nations and could not be 
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abandon classification by the class of goods to be carried, 

of the broadest kind, and then to fix the rates as be 

td ral a al ale ace othe Teme 
through and bulk traffic to the latter ? 

No one can possibly know the right answers to theseigly 
tions at present ; on the railway side there is insufficient mater 
to answer them (largely because there is no satisfactory 
of railway costs available), and on the road side there is gp 
material at all. And the whole level of charges has been mag 
far more onerous than it should be by requiring the Commissign 
not merely to provide out of revenue for the depreciation ang 
renewal of its physical assets, but also to make “ proper pyro. 
vision for redemption of capital.” So, in addition to keeping jy 
physical assets intact, the Commission is bound under the Ag 
to redeem its financial capital too. The economics of co-ond. 
nation will have to be very great indeed to offset this ludictogs 
double burden, which will satisfy no one except the Treasury, 


in Palestine 


decided unilaterally by Britain. The issue was, therefore, re 
ferred, only in the most general way, to the Assembly. Per 

it would have been better to make it quite clear there and then 
that Britain would not accept responsibility for enforcing a 
policy against either the Arabs or the Jews ; but here again the 
desire not to prejudge the deliberations was correct. 


When the majority and minority plans of the Special Com 
mittee of investigation were published, Britain duly announoed 
its attitude on enforcement and its determination to withdraw. 
This statement was practically ignored by the Assembly, which 
appointed a sub-committee to work out a plan of partition on 
the basis of the majority report, and, almost as an afterthought 
and a sop to the Arabs, another to draw up a plan based on 
the minority report. The latter, after the resignation of an 
embarrassed Colombian delegate, consisted entirely of represen- 
tatives of Middle East States, India and Pakistan. With the help 
of its British expert it did some intelligent work. Its conclusions 
would have provided an answer to the accusation that the Arabs 
were unconstructive, if anybody had paid any attention to them, 
but they were ignored. All attention was concentrated on the 
Partition Sub-Committee, which included four pro-Zionists, 
together with the Jewish Agency delegation, which was pract- 
cally allowed to function as a member. In the end, the sub- 
committee retained the substance of the majority plan. 


Indeed, they made the prospect of Arab-Jewish agreement 
still more remote by making revisions of the boundaries which, 
on balance, definitely favoured the Jews, who had already been 
given more than they deserved by the previous plan. These 
revisions have been done so recklessly that in scores of instances 
Arab villages have been separated from their lands. The only 
concession to common sense made by the sub-commitiee was its 
adherence to a separate regime for Jerusalem. 


During these proceedings, Sir Alexander Cadogan had 
remind the Assembly several times that British troops would 
not be available to enforce any partition scheme not agreed 
between the Arabs and Jews. There followed an attempt by 
the US—Zionist combination to involve the British in enforcing 
partition “by the way.” This was circumvented, and the British 
Government has stuck to its position that withdrawal really 
means withdrawal, and non-enforcement exactly what it says. 
Also defeated was an attempt to have the date of termination of 
the Mandate fixed by the United Nations, which might have 
had the effect that the British would still be compelled to maif- 
tain law and order while the UN commission was carrying out 
its partition scheme. 

The Zionists then tried to secure a United States guarantee 
of enforcement, but here the Americans let them down. The 
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aid of American forces was firmly refused. At the same time 
the Americans treated with the most astonishing levity the pos- 
sibility of Arab resistance. Since no American soldiers were 
involved, it was easy to dismiss. the Arab. side of the matter 
with airy references to Arab disunity. The sub-committee 
finished its work with a haste in keeping with the tragic unreality 
of its whole approach, the American whip was sent round, and 
the Assembly accepted the modified partition scheme with some- 
thing over the requisite two-thirds majority. A commission 
consisting of five members, appointed by Bolivia, .Czecho- 
slovakia, Denmark, Panama and the Philippines will go to Pales- 
tine to take over authority from the Mandatory, ona date to be 
negotiated, and will attempt to carry out the partition scheme. 
How the Commission can hope to succeed is clear to no one. 
[ts authority in law is, to say the least, doubtful ; the lack of 
any effective force except the Jewish militia to back j it will pro- 
bably deprive it of what prestige it may enjoy as a representative 
of the United Nations. Its one hope of doing its job at all is its 
right to invoke the Security Council’s aid in enforcing partition. 
But quick and effective action by that body is always subject to 
yeto: that is why the Russians insisted that the Commission’s 
appeal should be to the Council and not to the Assembly. 

Is it too late to avoid the drastic consequences of the intrusion 
of America’s internal politics into the Middle East ? The posi- 
tion of the British Government is that it will lay down the 
Mandate at the wish of the Arabs and the Zionists, and on the 
recommendation of the United Nations, to say nothing of the 
insistent desire of the British people. In so doing, it will refuse 
to involve itself in further conflict with the Arabs or the Jews 
by enforcing a policy to which either does not agree. Conse- 
quently, it will hand over authority neither to an Arab nor to a 
Jewish body but to the United Nations, which has appointed a 
Commission for this purpose. The details of withdrawal. will 
now be negotiated with this Commission, including the disposal 
of assets and liabilities, and the future of British and other 
foreign economic interests in the country. This position is un- 
assailable. ‘There would now be no support in Britain, except 
from a few Zionists, for any second thoughts. 


NOTES 
Cutting the Coat? 


The White Paper on capital cuts (Cmd. 7268), which is dis- 
cussed in an article on page 928, contains no surprises. Inivest- 
ment, which for the year 1948 was originally forecast at £1,600 
million, is to be cut down by stages, reaching an estimated annual 
tate of £1,320 million by the end of the ‘year, the total saving for 
the year being £180 million. The two chief categories con- 
tibuting to this reduction are construction (houses. and factories) 
and plant and machinery, and it is the latter which will have to 
bear proportionately the bigger cut. How exactly this cut is to 

applied to non-governmental programmes is not very clear. 
Government .has rightly shown itself reluctant to reintro- 
duce licences for the acquisition of plant and machinery and is 
therefore relying for the present on its. powers of persuasion, 

a first step new instructions have been issued to the Capital 
Issues Committee. On the constructional side, the building of new 
factories is to. be suspended for at least six months and extensions 
how in progress which have not yet reached the s‘sel. erection 
Stage will be reviewed with the object of postponing at least half. 
Bur when it comes to housing the knife has been used far less 
drastically. “The 260,000 houses under construction are all to be 
Completed, as well as the 90,000 in tenders approved but not yet 
Started. And even after the cuts it is expected that the Govern- 
ment’s original target of 750,000 houses will be reached. early in 


1949. 

While it would be difficult to raise objections to any of the 
actual cuts imposed, the programme as a whole must be con- 
demned as both inadequate and unbalanced. No hint is con- 
veyed in the White Paper of the inflationary pressure exerted by 
& capital programme so greatly outrunning the of real 
savings—a cloud to which no silver lining is apparent, when the 
total of national savings is still about £100 million less than this 
time last year. Nor can the pruning of capital investment to the 


bit 


* Butias the day for facing these facts ‘draws fiearer, there “are 
signs ‘that the Zionists and their American sponsors are 
ning to understand what they, have taken.on.. It.is, still not out 
of. the..question that the. Americans may’ yety ‘atothis 
desperately late hour, take courage to restrain the' Zionists 
and insist on a solution which will give moderate’ Arab 
opinion some incentive to keep the peace around the pipe lines, 
There have already been Zionist overtures to the British Govern- 
ment, betraying a realisation that, without British «support, 
American encouragement is little better than incitement, which 
may do them more harm than good, Perhaps there may be hére 
the beginning of a process which might lead to some arrange- 
ment in Palestine which the Arabs would accept... This must, 
however, involve a drastic revision of the whole partition 
scheme. For it must again be emphasised that, from the most 
moderate point of view, the boundaries laid down in this scheme 
are iniquitous. Quite apart from the ruthless dissection of Arab 
lands, it concentrates almost the whole economic potential of 
Palestine—a creation not only of Jewish but also of British and 
Arab effort—in the Jewish “ state,” leaving an impoverished 
rump of Arab agriculture to await ultimate absorption by one of 
other of its neighbours. Arab resistance to this basic feature of 
the scheme is a foregone conclusion. 

In other respects, the scheme has some good features, and 
the Arabs might be induced to see that partition is only a name 
for something which might just as well have been called a 
federal union. It does nof seem impossible that the Uno Com- 
mission, faced on the spot with. the, certainty of. Arab non- 
co-operation and sabotage, could exercise its right to invoke: the 
Security Council. - If that happened, there would still -be a hope 
that the Americans would have a change of heart, and ‘the 
Powers, with Britain, reconsider their approach... The trouble is 
that the Commission must first attempt its task, and. this, may 
involve further bloodshed, . Time is now short ; the British will 
be out in eight months’ time, and nothing but a fresh approach 
by the Americans to a problem vitally affecting their economic 
and strategic interests can justify the slightest modification in the 
attitude of the British Government, 


THE WEEK 


tune of only £180 million really be regarded as a satisfactory con- 
tribution to the solving of the national economic crisis.. Housing, 
the one item which offered an opening for substantial retrench- 
ment, has been pruned, it is true, but merely to the measure 
imposed by the world timber shortage. In refusing to cancel, 
or at any rate greatly to’ curtail, the building of houses’ not 
yet started, the Government has missed a great opportunity of 
showing that it is strong enough -to follow the national interest 
even when it hurts theit supporters: A certain amount Of shipping 
has been done, and that in the circumstances must be’counted as 
ali to the good, but the national coat has not yet beén cut accord- 
ing to the cloth: And yet the drain of another £48 million from 
our gold reserves during November should have been ised 
as the red light. Must it once more be a case of ™ too fittle and 
too late” ? 





* * * 


Mr Molotov Has His Way , 


To the ordinary newspaper reader it seems that the Foreign 
Ministers at Lancaster House aré getting nowhere. ‘The direction 
in which they are moving only becomes visible when tactics and 
motives are disentangled. from. the. news... So. far.the. tactical 
advantage lies overwhelmingly with Mr Molotov. .He.maneuvred 
Mr Bevin and Mr..Marshall into a political. discussion although 
they and their advisers were convinced that economic. matters 

should come first. He then turned what was intended to be a 
discussion on procedure into a debate for and. against setting up 
a German central government now—before the peace conference 
even begins work. 

By the middle of this week he had got his western colleagues 
into a position where they sat contemplating helplessly the follow-~ 
ing argument: all want.a central government sooner or later, 
but they disagree about when it should be set up, what territory 
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it should control and who should be in it. So why not, the 
argument runs, agree now that there shall be a central govern- 
ment and leave discussion of the details till later? Mr Bevin and 
Mr Marshall know that if they refuse to commit themselves in this 
general way, Mr Molotov’s stock in Germany as defender of the 
unity of the Fourth Reich goes up ; if they do commit themselves 
they may later find themselves quite unable to accept Russian 
ideas of what sort of a central government Germany should have 
and of how the frontiers should lie. And they would then be 
tempted to go back on their agreement that a government should 
be formed. As it is, the discussion has gone on long enough for 
the Germans to be impressed by Mr Molotov’s case, and for 
the politicians of the Russian zone to pose as the patriotic leaders 
of their country, Who would have thought such skilful use could 
have been made of discussion on an item which is called “ pre- 
paration of the German peace treaty (frontiers and procedure)” ? 
And all that the Ministers were supposed to be doing was to try 
to knock out of the Moscow drafts the bracketed passages record- 
ing their disagreements. 


If this question of a German central government becomes 
crucial, it may be M. Bidault who will do the vetoing for a 
change.. Neither logic nor national interest will allow him to 
consent to the establishment of a German government until he 
has assurances about the Saar, the Ruhr and the control of German 
recovery. And there are many reasons why Mr Marshall should, 
now or later, come to the support of M. Bidault. Mr Bevin’s 
tactical intentions remain obscure. 


* *x * 


Motives As Before 


Now for the motives. Mr Bevin and Mr Marshall—and 
perhaps M. Bidault too—must have continually in mind this ques- 
tion: how will a unified Germany be able to play a part in the 
Marshall Plan ? Clearly, if the resources of western Germany are 
to be removed from its sphere, the plan would have to be recast. 
And it is scarcely conceivable that Mr Molotov would allow a 
central German Government even to consider playing a part in 
the plan. Yet the opportunity to state this dilemma frankly and 
firmly was missed when Mr Mclotov, early last week, taunted his 
colleagues with having in mind plans for the reorganisation and 
government of western Germany in case the conference should 
fail. Instead of saying “ Yes, of course we have ; and so has the 
eastern zone,” they protested innocence with an injured air. With 
the battle of the Marshal! Plan raging in France and Italy and 
Greece, it is almost ludicrous to see the Ministers cautiously 
avoiding all mentién of the principal stake in their diplomatic 
game. One consequence of this evasiveness is that the Germans 
of the west watch impatiently for a clear sign of what British and 
American policy is to be. 

As for Mr Molotov’s motives, they seem clear. He probably 
wants agreement, but not desperately. Therefore he is using this 
first stage of the conference to lay before the world everything in 
the Russian case that appeals to Germans. He knows that when 
economic matters come up Germans will not rejoice to hear of 
his demand for reparations from current production. And when 
the awkward question of the eastern frontier arose, he just 
refused to discuss it. If the. conference should fail, then the 
Russians will come out of it well in German eyes. The eastern 
zone, in the heart of which lies Berlin, would have a flying start 
in any bid for German popular favour. And that, in the long 
run, is probably what Mr Molotov wants—a Germany controlled 
by Berlin, with the Communists and extreme-left Socialists of 
his favoured party making life as uncomfortable for west German 
democrats as it has been made in Hungary, Czechoslovakia and 
Poland. Mr Molotov’s determination and single-mindedness are 


exemplary. 


* * * 


Dilemma for Good Germans 


The democratic parties of western Germany have been 
speaking much more frankly and emphatically about Russian and 
German Communist manceuvering than have Mr Bevin and Mr 
Marshall. ‘They have resisted from the first the campaign 
organised in the eastern zone to get a group of “ representative ” 
Germans stating their views to the Foreign Ministers’ Conference. 
When a dozen prominent Germans were called together in Berlin 
ten days ago by Dr Friedensburg (a Christian Democrat) to 
discuss how a group pepeceenring all Germany could be sent to 
London, Dr Schumacher had the former Reichstag President, 
Paul Loebe, expelled from the Social Democrat Party’s foreign 
policy committee for attending the meeting, and declared in an 


» 


official statement that it was impossible “to find. a comme, 


German point of view with the quislings of a foreign 
Strong language, perhaps, to come from the British zon 
quite understandable in anyone who finds nauseating the abj 
of the east German Communists to be str.dently nationalist in’ 
breath and completely silent about Mr Molotov’s defence’ of qq 
eastern frontier in the next. oad 

It stands to reason that the Social Democrats and Christiga 
Democrats, representing the majority of western Germany, 
be taking the first step towards political suicide if they allow 
themselves to be led by the Communist-controlled Socialist Un 
Party (SED) of the Russian zone, even under a nationalist banner, 
The dangers of the course now set by the east German politician; 
have also been seen by Jakob Kaiser, leader of the Christian 
Democrats in the Soviet zone, who has refused to take part im the 
national congress which the SED is organising in Berlin this 
weekend. So far he has been the one man in the Zone able 
to maintain a firm opposition to the SED ; but now he stands jn 
danger of being called a bad German because he refuses to take 
sides in the east-west quarrel. 

The dilemma which now faces non-Communist Germans has 
come earlier in Germany’s post-war history than was feared gp 
expected ; and Mr Molotov has spared no efforts at the London 
conference to make :t clear. If they join in the agitation for the 
German case to be heard now, for a central government w'be 
set up as soon as possible, and for the peace treaty to be freely 
negotiated between victors and vanquished, they must do so 
wholeheartedly and in full co-operation with the eastern Com- 
munists—otherwise they will become not leaders but followers, 
Yet if they do so, they may well run headlong into the objections 
that the Americans and British and French present against 
approving a political settlement until there is agreement on 
economic unification. At the end of that path lies the mobilisation 
of German opinion in all four zones against the western Powers, 
and under Russian leadership. 

On the other hand, if they stand aloof from the agitation 
following might happen: the Russians in London might win the 
case for a central government in Berlin and the credit would go 
to their supporters in the eastern zone. When the men of the 
west came to take part in negotiations for the formation of this 
government they would face triumphant delegates from the a 
exulting in the success of their Realpoliik and in the power o 
their nationalist feeling. It is difficult to escape the conclusion 
that the Germans of the west would fear and distrust German 
unity on these terms ; but it needs great moral courage for a 
German to say so. And the example has yet to be set by Mr 
Bevin or Mr Marshall. 


‘ * * * 
By-election Results 


The three by-elections last week must have disappointed 
those who interpreted the results of the municipal elections as 
portending any rout of the Socialist vote. The Government 










maintained its record of no lost seats since the general election,” 


and the trend against Labour, though it exists, is not yet 9 
strong that a Tory victory at a general election would be certain. 
At Gravesend, where the possibility of a Labour loss was widely 
entertained, the percentage of the total votes cast that went 
to the Labour candidate only fell from 52.45 per cent 
51.75 per cent, though in the absence of a Liberal candidate 
in the by-election the Conservative percentage rose from 35.33 
per cent to 48.25 per cent, a rise very nearly equivalent to the 
percentage of 12.22 returned by the Liberal candidate at the 
general election. At Edinburgh (East), where a by-election had 
already intervened in October, 1945, the change from the pfo- 
portions of the general election was rather greater, the Labour 
percentage falling from 56.40 per cent to §0.33 per cent. The 
Conservative percentage also fell from 37.32 per cent to 34.34 Pet 
cent, and in this case there was a Liberal candidate in the by- 
election who polled 10.10 per cent, whereas there had been none 
in the general election. In Howdenshire the Conservatives 
retained the seat and increased their percentage from 55.92 10 
64-03. The Labour percentage fell from 29:23 to 25.50, and the 
Liberal percentage from 14.85 to 10.47. The Liberal candidates 
in both by-elections forfeited their deposits. 


The interpretation of these results affords ground for some 


interesting speculations about the. Liberal vote, A cursory 
analysis seems to suggest that at Gravesend a substanial penile 
tion of the Liberal vote went over to the Conservatives, whil 
at Edinburgh the accession of a Liberal candidate drew votes 
away from Labour rather more than from the Conservatives 
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The Liberal vote, where there are no Liberal candidates, is the mumists jubilantly threatened another general strike;, while 
core of the “floating vote” and these by-elections suggest that Genoa, Turin and Venice made plans to follow suit. coo 
anpresent it Is floating away from the Government. This indica- All these cities are strong Communist centres. They. contain. 
tion, taken in conjunction with the municipal elections, show that — the greatest concentrations of Italian industry, and any occupation 
there is a definite swing over of public opinion to the Conserva- of the Northern plain cuts Italy off from Western Europe. And 
tives, though they do not indicate that the Government has yet it is precisely some sort of occupation that many. Italians are 
become really unpopular. Indeed, the swing-over appears almost beginning to fear. Italy, unlike France, has a frontier on the 
singly small, considering that the Government has been in Russian world, and when some deputies in the Italian Assembly 
office for over two years, and has been forced to revert to a policy recently expressed their fear that infiltration across the Jugoslav 
of austerity, which must have displeased a large number of elec- frontier might turn Italy into “ another Greece,” they were stating 
tors, But that may best be explained by the wholly negative the Government's chief anxiety. The North is as vital as it is 
character of the Opposition, which has failed to produce any. vulnerable, and many Italians would feel happier if these were 
poy ogy 1 ae nor all, as aes position not the days scheduled for the withdrawal of all British and 
could best be illustra y remark .of King Charles the i i i 
Second to his brother: “No one is going to kill vo James, to aint Re ee EE ee ee ee mee 


make you King.” * « ’ 
a a o Slovakia’s Duel with Prague 
There is a slight lull in the struggle for power in Czecho- 
Criminal Justice slovakia, which is less noisy but no less tenacious than that now 


The Criminal Justice Bill was debated in the House of raging in France and Italy. Since November 18th Slovakia has 
Commons on Thursday and Friday of last week and received its had a new provisional cabinet—or Board of Trustces—which 
second reading without a division. It was clear from the debate contains representatives of the two minor parties—Slovak Social 
that Members did not intend to approach the Bill in any party Democrats and Freedom Party. The Communist demand for 
spirit, which is all to the good. Substantially the main provisions the “trusteeships” of food, agriculture and justice, though sup- 
in the Bill do no more than enable the criminal law and the prison ported by the trade unions and by a stormy meeting of bogus 
authorities to catch up with public opinion. Tae most satisfactory “ farmers’ delegates” in Bratislava, was successfully rejected. 
thing about the debate was the Home Secretary’s definite assur- The first two remain in the hands of the Slovak Democrats, and 
ance that opportunity will be given to incorporate in the Bill any the third is held by a non-party expert. But it would be premature 
view which the tnajority of members take on the subject of capital to say that the Democrats have emerged victorious from this trial 
punishment, and that the vote on that occasion will be free. of strength with Prague just because they have only one less 

The details of the debate do not add very much to the views trusteeship than in the last board and because the Communists 
formed when the Bill was first introduced. The Bill is not revolu- have gained no trusteeships of importance. Attached to the 
tionary, Its provisions provoked no violent attacks even from board are two new commissions, consisting of representatives 
those who believe that one remedy, be it corporal punishment Or of the four Slovak political parties. One will deal with the food 
its abolition, is the one answer to any particular sort of crime. siruation, the other with. the purging of “anti-state elements.” 
On the contrary, the debate was marked by a broad reasonableness Until more is known of their personnel and activities judgment 
on every side, The Bill is a compendium of desirable reforms, on the outcome of the crisis one Communists and Democrats 
= as otis it deserves the support that it has re receive. should be suspended . a 

only danger is that, when passed, it may tend to lull the ‘ ; : Said 
official mind into a state of self-satisfaction, of feeling that every- ,. It ae sf a ron oe place in the er 
thing connected with criminal law was tidied up in 1947 and Beati ' Se ahs nd of T . a ae a aot ae ee at te one. 
that the whole subject may, therefore, be put away in the pigeon- ratislava Board of Trustees. The original proposi's . é 
hole marked “no action before 1957.” There are gaps in the wald, the Prime Minister of the Republic, aimed at loosening the 
Bill, as various members pointed out. Clumsy and archaic legal — eae poe ms on Se eget er 
procedure, uncertainty of thought and lack of imagination over aan a ele encetormn A aa ie .. ? i » 
sexual offences, the problem of the associations that a high-spirited  5¢ 2Ppointed’ only on the Oe aie the Prague egal 
but non-criminal child may pick up if sent to a remand home, ™cat. If two successive recommendations were rejected by the 
All these problems still remain, Slovaks the right of appointment would be exercised by Prague. 

On the question of the abolition of the death penalty the debate Moreover, the Prague Government should be empowered at any 

was not at all conclusive. It looks as though very many Members time to inform the Slovaks that any member of the Board had 
- . > tost the confidence of the Czechoslovak Government, and if such 


mee » ane seaprting ee eee 4 oe bares SSE! a member were not relieved of his duties he would be dismissed 


by Prague. 
in “ * To what extent these proposals, which would render the Slovak 
representative assembly powerless against Prague, have been 
' carried out is not clear. That the Communist Party is not satis- 
Italy: Another Greece ? fied with the outcome of the crisis is shown by a statement of 


On the whole, the Italian Government has been having an the general council of the trade unions, which protests at the 
easier passage than the French. The Christian Democrat reluctance of “ certain parties ” to admit its representatives to the 
administration of Signor de Gasperi is firmly buttressed ‘on its National Front’s discussion on the crisis, and “ refuses to accept 
own votes and on those of the Right, who have no de Gaulle to responsibility for the solution”? The trade unions “adopt a 
detach them, The economic policy pursued by Senator Einaudi reserved attitude ” to Dr Buza the new “trustee” of justice. If 
—one of deflation at home by contracting bank credit and of de- food supplies to the towns do not improve, and “ enemies of the 
valuation abroad to bring the lira into line with its true value— Republic” are not “ rigorously dealt with” by the new Board, 
has had some immediately beneficial effects in falling prices and the trade unions will “ have to mobilise the workers for further 
greater incentives to foreign trade (although the more distant action.” Clearly the Communists intend to go on using their most 
economic and political results of increasing unemployment have powerful extra-parliamentary weapon to secure their political aims. 
yet to make themselves felt). There is thus no feeling in Italy, 
as in France, of a crumbling coalition and a faltering financial 


control. . 
Yet all is not well. The Communists, and the Nenni-Socialists Defence of India’s Frontiers 


who work with them, have resorted to strikes with increasing The departure of Field-Marshal Sir Claude Auchinleck from 
energy in the last weeks, and the strategy of these strikes reveals India after 44 years’ service in the Indian. Army has fortunately 
one weakness in the Italian situation which France is spared. not involved a breakdown of all co-ordination between the armed 
The big strike of the week took place in Milan, where the Com- forces of India and Pakistan. The Joint Defence Council is to 
munist party disputed the Government’s right to dismiss the remain and will indeed be strengthened by the participation of 
mayor (who, the Government claimed, had shown too much two Cabinet Ministers instead of one from each side. This common 
leniency to Left-wing demonstrators). Not only was @ day's military organisation is now perhaps the most important factor 
eneral strike successfully held, but a * Citizens’ Committee for completing the process of partition without military clashes 

ced the town hall and maintained a disciplined and soldierly and for ensuring the future jolt defence of the two Dominions 
occupation for twenty-four hours. The Government’s reply—to at the natural frontiers of the Indian sub-continent. To. carry 


* * * 


move troop northwards and to hedge on the removal of the on joint planning in such matters at a time when Indian, troops 
offending Soyer settled none of the issues, and the Com- ‘have been im action agaist the irregulars who have invaded 
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Kashmir, with the collusion of the Pakistan authorities, has 
obviously been a difficult task, and it is no discredit to “the 
Auk” that he has had to abandon it. ' 

Pakistan has been complaining that it has not received its due 
share of supplies and munitions in the division of the former 
Indian Army, and it would not be surprising if India were re- 
luctant to transfer materials which might be used for the invasion 
of Kashmir. On the other hand, anyone thinking in terms not of 
India-Pakistan conflict, but of joint defence of the old North- 
West Frontier, which is now the western frontier of Pakistan, 
must give priority for military equipment to the units actually 
stationed on it, that is to say, to Pakistan. The British Supreme 

nder has had to cope with this dilemma, and has been 
suspected on the Indian side of partiality for Pakistan ; it is at 
any rate at India’s wish that the Supreme Commander’s Head- 
quarters has been dissolved. But the problem of providing an 
adequate defence of the “ North-west Frontier” without giving 
to Pakistan what seems to Indians an undue military advantage 
over India still remains for the Joint Defence Council to solve. 

The new Indian military leaders, who have been trained to 
think of India’s front line of defence as based on Peshawar and 
Quetta, are probably well aware of the dangers which would arise, 
not only for Pakistan, but for India, from a complete breakdown 
of Indo-Pakistan military co-operation and a general upheaval in 
the trans-Indus border region, The question of Kashmir is 
closely bound up with the general problem of external frontier 
defence, for Kashmir is the most northerly section of the frontier 
and is potentially of great strategic importance, The principality 
of Chitral, which was a tributary of Kashmir, has joined Pakistan, 
thus prolonging Pakistan territory to the north between Kashmir 
and Afghanistan; beyond Chitral there is a tract of high 
mountains where a long narrow strip of Afghan territory extends 
along the left bank of the Oxus as far as the border of Chinese 
Sinkiang and barely separates Kashmir from the Soviet Union. 
Some of this north-western Kashmir territory now appears to be 
in de facto union with Pakistan by decision of loca) chiefs, but the 
situation is very confused and there is more than a possibility 
that, if no comprehensive agreement about Kashmir is reached 
between Delhi and Karachi, the northern border region may 
relapse into anarchy and offer pretexts for a foreign intervention. 


* * * 


Damages for Injury 


The text was published at the end of last week of the 
Government’s Law Reform (Personal Injuries) Bill which has 
been introduced into the House of Lords, where it may expect 
to receive thoroughly informed consideration before it descends 
to the Lower House. It sets out to achieve two important reforms 
in the law relating to the right to recover damages for injuries 
caused by another’s negligence. The first relates to what is 
known as the defence of common employment. If a number of 
men are employed by the same employer, the nineteenth century 
judges assumed (why it is difficult now to see) that each man had 
accepted the risk that he might be injured whilst at work on 
the common task by the carelessness of any other employee with 
whom he was working and, having accepted this risk, in conse- 
quence he had no right to recover damages for injury if he were 
so hurt. No one now has any desire to defend such a rule of 
law. It has long since ceased to have any real relation to the 
conditions in industry. The Bill will remove the right of any 
employer to rely on any such defence in the future, and the only 
comment that need be made is that it seems a pity that the 
Government have decided to defer the operation of this provision 
until the whole of the new legislation relating to compensation 
for industrial injuries is brought into force. 

The second reform is one made necessary by the establishment 
of a state scheme for’ industriak accident compensation. Now a 
workman injured at work has a choice of alternative remedies. He 
can claim workman’s compensation in the form of a weekly sum, 
in which case al] he has to show is that the injury arose out of 
and in the course of his employment. Alternatively, he can sue 
for damages, a capital sum, in which case he has to show that his 
employer was negligent. Both claims, of course, now lie against 
the same individual. But when the weekly compensation for 
industrial accidents is payable by the state, a different set of 
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an employer, the court shall diminish the amount actually 
to the workman by one-half of the value of any state industzigi 
pension rights accruing to h:m in the five years after the accidegy. 
This proposal is, of course, a compromise, and therefore 
logically vulnerable. What the Bill does is, in effect, to credit yy 
the employer that portion of the pension rights of his workman 
for which the state has paid. There would seem to be gy 
equally strong case for suggesting that this half of the value 9 
the pension rights should still be paid by the negligent employer, 
but should go, not to the workman, but to, say, some centr} 
fund for research into those industrial diseases which still levy 
an indirect toll on the employees in many trades. 


* * * 


Labour in Trinidad 


The strikes and violence that were once a common feature 
of West Indian life, but were virtually in abeyance during the 
war, revived a year ago in Trinidad, where four strikes occurred 
during the months of November, December and January. Once 
again a report (Colonial No. 215) has been made to the S 
of State on their causes and recommendations put forward for 
preventing their recurrence. 

Once again—is there any area of the world whose economic and 
social conditions have so frequently been the subject of inquiry, 
official and unofficigl, as the West Indies? Mr Dalley, the 
unionist who made this latest inquiry, himself refers to the appall- 
ing housing conditions (housing is too polite a word) described in 
turn by the Royal Commission of 1897, the Olivier Commission 
of 1930, the Forster Commission of 1937, and the Royal Com- 
mission of 1938-39, Owing to his terms of reference he confined 
himself mainly to the causes and courses of the strikes last year, 
the part played by the trade unions and the best way of 
strengthening the trade union movement ; but he recognised that 
the improvement of economic and social conditions is far more 
important in preventing strikes and violence than better trade 
unions, desirable though they are. Nigeria has its Zik, Jamaica 
has its Bustamante, Trinidad has its Uriah Butler, and he, it 
appears from this report, is the most fantastic personality of the 
three. The Forster Report described his activities as potentially 
dangerous, and the account given by Mr Dalley of his activities 
during the strikes and in the trade union movement in general 
shows that his influence was not waning a year ago—if a 
it had increased. The villages surrounding the oilfields—on the 
oilfields themselves housing is of a high standing—* places with- 
out any apparent regulation or control or observance of elementaty 
rules as to structure, space or sanitation . . . make an ideal recruit 
ing ground for ‘ Butlerism.”” The West Indian labourer, ignorant 
and illiterate, desperately poor, badly fed and housed, and under- 
employed, makes an excellent recruit. 

There are, however, some grains of comfort from this report. 
Deplorable as the recrudescence of strikes last year was, there 
were at least no lives lost, which is some progress compared with 
ten years previously. The trade union movement is at least on 
a sounder footing than it was. The housing situation is at least 
now being tackled. But has any real progress been made with the 
fundamental problem, common to virtually all the West Indian 
islands: how are their rapidly increasing populations to find 
subsistence and employment? Until the curse of unemployment 
and underemployment is lifted, all other action in preventing 
strikes is a mere palliative. 


* * * 


The Revised School Programme 


The mammoth proportions of the housing programme com- 
pared with the schools’ programme—or indeed any of the other 
programmes—is demonstrated by comparing the manpower if- 
volved in each. By June next year it is estimated that 525,000 men 
will be involved in building houses, whereas a mere 23,000 will 
busy on work for the schools. The Government have decided 
to leave this labour force unaffected by any cuts until next June. 
Thereafter, instead of increasing the labour force, as had been 
originally planned, it is expected to keep it constant. Sine 
education authorities have not yet set in motion sufficient schemes 


- to absorb the full quota of 23,000, school building work will 


increase rather than diminish over the next six months. ty 

In the present situation this appears a somewhat paradoxical 
policy, but the Government are caught on the point of a three 
pronged First, owing to the decision to raise the school 
leaving age last April, they are faced with the prospect of an exif 
390,000 children in the schools in the fourteen to fifteen age group i 
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secondly, having committed. themselves to.a large housing 
gramme, it is only reasonable to expect that the children oe 
new housing estates should be educated ; thirdly, the rise in the 
birthrate itself means that more young children are pressing into 
the schools at the bottom. Faced with these triple demands the 
Ministry of Education has been able to fight a successful action 
in defence of its manpower quota and its first-line schemes. Its 
josses in the skirmish are the proposals for nursery schools and 
one, school _— - community centres. These are regret- 
table, but considering the overwhelming need for com 
have escaped lightly. “ eee 
Given—and it is a large gift—the decisions on housing and 
on raising the school leaving age, the present policy in schools is 
probably right. At the beginning of this year 29 per cent of the 
classes contained more than 40 pupils, and in some areas the 
position is now worse. The next move of the Ministry seems to 
be towards providing better technical education and part-time 
education in County Colleges, but these must await the situation 
at the end of next year. 


« * * 


Uno on Vacation 


Englishmen who fee] exasperated at the part played b 
Liberia and Haiti in the decision to divide Puleetine cok sir 
imagine what the Russians and their voting bloc may feel about 
the session of the Uno Assembly now drawing to a close. The 
experience of being outvoted by six to one on every major question 
must have left even Mr Vyshinsky sore; and not a few delegates 
have been feeling that the American bloc of voters has shown 
itself as blatantly dutiful as the Russian, The system under 
which Luberia’s vote is as good as that of the Soviet Union 
recalls the age of pocket boroughs when Old Sarum’s representa- 
tive cast as good a vote as the member for Liverpool. 

As the delegates disperse they leave some dangerous loose 
ends and some hard travelling for their representatives. Eleven 
governments have had to provide members of the Greek frontier 
commission now starting work in Salonica. Nine governments 
have to send their men on a journey to Korea, where they may 
well stay till the spring. Fifty-seven men have to be found to 
form a “little assembly” which will keep a perpetual watch on 
situations and problems threatening peace. It too may have to 
travel. Each of these itinerant or static bodies is boycotted by 
the Russians and their sympathisers: the travellers in Greece will 
not be allowed into Jugoslavia, Albania and Bulgaria, and the 
travellers in Korea are most unlikely to get more than a peep from 
the American into the Russian zone, The patient diplomats and 
ex-civil servants who have to spend the winter in this one-sided 
way may console themselves with this thought: that their presence 
in such storm centres as the Greek frontier and Korea will have a 
restraining influence and will ensure that some facts are kept 
flowing steadily back to a world: headquarters. 

Their travels may well prove more enjoyable than the first task 
given to the “little assembly.” That body, created—so the 
Russians believe—to by-pass the veto-stricken Security Council, 
has to find by next July a way of getting six (or maybe nine) new 
members into Uno. The Assembly’s political committee had 
resolved that Eire, Portugal, Transjordan, Italy, Finland and 
Austria would be suitable: members ; but when it asked the 
Security Council to reconsider these applications, Mr Gromyko 
repeated his refusal to accept Italy unless the ex-enemies, Bulgaria, 
Rumania and Hungary, were accepted at the same time. The 
tight of veto in this question, given up by the United States, 
Britain and France, was maintained by Russia, : 

Yet, when all has been said and counted, the diplomatic laurels 
for the session go to the Russians. After a full-scale American 
offensive on the Uno front they remain in the organisation. And 
over Palestine they have had the astuteness.and realism to support 
the United States in a policy which has already turned the Arabs 
against both the British and the Americans. 


* * * 


Socialists on the Tight Rope 


The fourth International Conference of Socialist Parties 
ended in on Monday without producing any surprises. 
The ambiguous phraseology of the resolutions on 
political and economic problems made it clear that such public 
meetings cannot be expected to co-ordinate an effective inter- 
national socialist strategy at the moment. To the extent that the 
world is divided into two camps, the parties from eastern and 
western find themselves committed to opposite sides. 


Europe om 
For the Polish and Hungarian Socialists “ eastern democracy ” is 
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at least an advance on the pre-war regimes, and they fear that an 
American victory in a cold or het war would. subject them. to a 
new white terror. However much they deprecate the clumsy 
and provocative tactics of the Communists, they: feel that the 
course of events in France and Italy justifies their insistence: that 
Socialism is threatened today mainly from the Right. On the other 
hand, the value they put on continued contact with the western 
parties was shown by their acceptance of a majority decision to 
admit the German Social Democratic Party, and of plans to 
make further collaboration more effective. The Czech Social 
Democrats took throughout a much more moderate line than 
their Polish colleagues, and the Italians walked the same tight- 
rope as the Czechs. 

The western parties showed for the first time a realistic appre- 
ciation of the importance of the Marshall Plan and of the 
sacrifices it demands from the American people. The Dutch, 
chafing under the necessity for one-sided compromises which 
the presence of the eastern parties enforced, have .canvassed 
views about a regional conference restricted to parties approving 
the Marshall plan. The Belgian and French parties have at last 
been reconciled to indefinite delay in reviving a formal Socialist 
International. 

The presence of delegates from the British Commonwealth, 
Latin America, and eastern Asia, emphasised the trend towards 
regionalism as the basis of future developments. Socialism is 
too loose and indefinite a concept to permit the co-ordination of 
political strategy among parties which face different problems in 
widely diverse social contexts. 


No Time for Decision 


The same lack of candour and courage in discussion of the 
Marshall Plan showed itself in the counsels of the World Federa- 
tion of Trade Unions, when its Executive Bureau met in Paris 
last week. The Americans, represented by the Congress of In- 
dustrial Organisations, pressed the executive to declare its sup- 
port for the Plan, while the American Federation of Labour has 
been urging the British TUC to support a special international 
trade union conference on American aid to Europe. It was agreed 
not to place the issue on the agenda at Paris, but to defer dis- 
cussion until the spring, by which time, presumably, the flow of 
American aid should have begun and the question of trade union 
co-operation will be to some extent academic, At the same time, 
the TUC decided to refer the question of a Marshall Plan con- 
ference to its economic and international experts, who will report 
to the General Council this month. 

These timid tactics of playing for time may prevent any 
immediate clash within the WFTU, but they will scarcely resolve 
the fundamental cleavage between East arid West. The Federa- 
tion has been one of the few international bodies in which western 
and eastern countries could find some common mecting-ground. 
Owing largely to the efforts of its first President; Lord Citrine, 
to ensure that its activities should be directed towards industrial 
and not political purposes, it has so far ridden the storm. » But 
political divisions have made themselves felt, and a crisis in 
the Federation’s affairs cannot be long delayed. 

The position of British trade unionists is particularly unenvi- 
able, especially in view of their close links with: the AF of L 
and the British Government’s interest in American. aid. They 
would like to join in the AF of L initiative “ without. prejudice ” 
to their relations with the WFTU. Ar the same time, they have 
to consider their own left wing, which would sharply oppose any 
move to side-track the Federation, let alone to withdraw from it. 


* * * 


The Manchester County Scheme 


The prospects for an effective reform of local government are 
brightening. The committee of local authorities in and around 
Manchester, which has been examining the. desirability of setting 
up a regional authority for the whole conurbation, has reported 
strongly in favour of the idea. True, the committee’s report does 
not bind its members—much less those local authorities in the 
region who refused to participate in its deliberations. It is highly 
encouraging, however, to find local authority delegates taking a 
bold and practical initiative. 

The “Manchester County” proposed by, this. report would 
embrace 72 existing local authorities, including 7 county boroughs, 
which would lose their status. Its population would be 2,630,000 
and its rateable value £19 million, Although termed a county, 
the committee view it as a new type of local authority. It would 
be indirectly elected by the local authorities comprising it (which 
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would all become county districts), and the county districts would 
get stronger powers than in a normal county. These concessions 
to existing interests were necessary to get the scheme adopted. 
It is to the committee's credit, however, that it recognises that the 
existing authorities would need a lot of regrouping to fit into the 
.new pattern ; and, subject to this being done, the proposed divi- 
sion of functions between the new county and its districts has 
much to recommend it. The county would have sole responsi- 
bility for water supply, sewage disposal, fire service, police, and 
public assistance, whilst a large number of services—including 
education, health, amd town and country planning—would be 
planned by the county, but administered in detail on agency terms 
by the districts. Finance is not adequately treated in the scheme. 
Apart from the undemocratic concept of indirect election, these 
proposals deserve, and will get, the close attention of the Local 
Government Boundary Commission who—it is much to be 
hoped—will be encouraged to go to the Government for a fresh 
mandate. The Manchester scheme will inevitably attract the 
hostility of all except the largest county boroughs, which have 
already split the Association of Municipal Corporations on this 
issue. However, the ait:tude of non-county boroughs inside the 
Associaticn, and of leading county boroughs such as Manchester 
itself, shows increasing acceptance of the principles behind the 
Manchester scheme. This scheme is by no means suited to all 
areas, and its effect on surrounding counties—for it would take 
from Cheshire almost half its population and rateable value—needs 
examining in a wider context. What it does offer is the best idea 
to date for the government of Britain’s more populous areas. 


+ * * 


Nuts and Potatoes 


During the war the Ministry of Food was generally showered 
with praise, but more recently it has become the object of 
criticism, both fair and unfair. This change in public attitude 
is perhaps inevitable as food supplies become more scarce and 
shopping made more difficult. Nevertheless, credit should be given 
when it is due. The public outcry against the Ministry’s selling 
nuts at a free auction and allow'ng prices to rise sharply is mis- 
gu.ded. Nuts, however desirable as Christmas fare, cannot be 
considered an essential foodstuff, and the sale of such foods should 
be left to the mercy of market forces. Art least it would help 
to mop up part of the excess purchasing power—although, with 
nuts, the effect will be very small. No case can be made out 
for rationing such commodities at present except by price. 

But this is not the whole story. The free auction system has 
certainly many advantages. Yet if the Ministry of Focd remains 
the sole importer of the goods offered, artificial market conditions 
could be created in this country unless the Government’s pur- 
chases reflect the world supply position. For example, if the 
Ministry purchased only small quantities of nuts, when there 
was a superabundance in the world, British prices could rise 
many times above the world level and the Government could 
make exorbitant profits at the expense of the public. For this 
reason alone, it is surely encumbent on the Ministry of Food 
to publish the amount of profit it has made at the recent auctions 
—it may have been as much as £1,250,c00—and how this money 
is to be used. Will such profits be offset against the food 
subsidy grant, or will they be used as subsidies additions to the 
£400 million a year ? 

On potatoes Mr Strachey is surely on less certain ground. 
He has had to admit that the maintenance of the potato ration 
at 3 lb. per week could not be guaranteed, but his defence of 
the late introduction of rationing on the grounds of the in- 
advisability of storing new potatoes is nonsense. Had rationing 
been introduced in August or September the Ministry could 
have made certain that in these two months of very heavy potato 
consumption only the non-storing potatoes were disposed of, 
It is precisely becaus: rationing was delayed until the peak con- 
sumption months had passed that the present ration cannot be 
maintained, unless supplies are forthcoming from abroad. 


* * * 


Petrol Anomalies 


The last week of basic petrol has ended, without success for 
the repeated onslaught on the Government’s decision. e is 
no point in re-hashing the arguments for suspension or retention 
—would other means of obtaining equal savings have been sought 
—but administration, the granting or withholding of supplemen- 
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tery petrol by the Regional Petroleum Offices, is another mg 
Presumably the Offices have received some general - i 
in the light of which to “consider each case on its merits.” 
sumably ; but why have these never been made public? 
might at least have sieved out some of the fruitless appli 
which have helped to put the Offices’ work anything up to 
weeks im arrears; and no excuse for secrecy has been showp. 
or is indeed conceivable. Certainly whatever directives 
been given have been far too wide, as is shown by the divergenets 
of principle noted in different parts of the country, and by 
discrimination between next door neighbours applying to differeny 
authorities and even between families living in the same house 
and requiring petrol for the same purpose. If, as seems li 
the suspension of the basic ration is to continue for years rather 
than months, a less arbitrary code should be devised. At presem 
the freedom, convenience and even livelihood of every applican 
appear to depend on the disposition of the official concerned, 
As for Mr Ga.tskell’s refusal to relax, on Christmas Day only, 
the ban on the use of saved-up basic petrol, it carries to perhaps 
the highest point yet the Gvernment’s cherished doctrine of equal 
misery. “ Many families,” said the Minister, “ manage to get 
on at Christmas without this particular form of spirit.” Because 
many do, all must; and petrol two months in the tank must 
evaporate uselessly, lest envy be generated in the bosom of the 
habitual pedestrian. Connoisseurs will rank this gem even 
higher than Dr Summerskill’s ban on large banquets on the 
grounds that they upset the uninvited housewife, and to outdo 
Dr Summerskill at this sort of thing is a real achievement. Jp 
the total economic perspective the holding or banning of a few 
banquets, and even the use or sterilisation of a few million horse. 
power, may be trifles ; but the repeated and deliberate appeal to 
spite and envy should lie heavily on the consciences of a Govern. 
ment professing to hold an idealistic view of human nature, 






Shorter Notes 


The creation of a new Treasury secretary for economic affairs 
embodied in the Ministers of the Crown Bill is a step in the 
right direction, since it will relieve the Chancellor of the 
Exchequer, the Cabinet Minister responsible for economic policy 
as a whole, of a certain amount of Parliamentary work. Burit 
can hardly be regarded as in itself a satisfactory solution to the 
problem of re-organising the economical and financial functions of 
the Treasury, which requires division at the ministerial rather than 
the under-secretarics’ level. What is needed is the detachment of 
the First Lordship from the Prime Minister’s office and its trans- 
formation into the chief economic ministership. The First Lord 
would then have as his lieutenants the Chancellor of the Exchequer 
and the President of the Board of Trade, both of whom should 
retain their seats in the Cabinet. 


* 


Mr Chuter Ede is quite right in consistently refusing to take 
steps to suppress the activities of Fascists in general and of Sir 
Oswald Mosley in particular. The worst way of dealing with a 
harmful political movement in this country is to deny it freedom 
of speech, for it wins more credit from its alleged martyrdom 
than from its avowed aims and principles. In any case, Sir Oswald 
Mosley’s movement was thoroughly discredited during the war; 
its revival now as a new “Union movement” can hardly bring 
him more than a handful of supporters. If there is any danger of 
Fascism in this country, it is not likely to come from a man who 
has been proved a failure. As for the Fascist meetings in the Eat 
End, unmitigated nuisance as they must be to those who live in 
the neighbourhood, equal blame must be given to the Communist 
organisations which make political capital out of them and refuse 
to allow them to die a natura! death. 


. * 


A settlement has been reached in the month-old Savoy strike 
after the publication of the report of the Court of Inquiry which 
showed that the causes of the dispute went far beyond the dismissal 
of a grillroom waiter. The report comments on the bad relations 
between the management and the union members of the staff, and 
criticises both parties. It. blames the Savoy management for its 
refusal in the first instance to grant recognition to the union—this 
was forced upon it by strike action earlier this year—and for its 
subsequent failure to implement the National Arbitration 
Tribunal’s findings and offer reinstatement to Mr Piazza. At the 


same time, the report agrees that the management's suspicions 
some of the union officials were justified, and strongly criticises the 
procedure and lack of secrecy surrounding the ballot. iA 








BSESSERRSERSHASRBESGR ~ 


625882 7R% 


“#8 





THE ECONOMIST, December 6, 1947 


HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 
spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities, An 
abridged booklet will gladly be 
sent to you giving a brief survey of 
SPENCE products, including: 

Alum, Aluminium Sulphate, Aluminium 
Chloride, Aluminium Nitrate, Alumina 
White, Activated Alumina, Calcium 
Carbonate, Detergents, Pharmaceutical 
Alumina, Sodium Aluminate, Sul- 





phuric Acid, Titanium salts, Silica, etc. 
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EASY TRANSPORT 
-QUICK ASSEMBLY .. 


Only _ five standardised units -- the 
assembly is amazingly sieole yak ee 
labour suffices to build rigid bridges 
for foot, road or rail traffic. 

Some extremely interesting details of 
the many types of bridges made posvible 
by this construction will be sent on 
application. 
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THE BUTTERLEY COMPANY LIMITED - RIPLEY. - DERBY.>. ENGLAND 
TMINSTER, 


London Office ; 2, CAXTON STREET, WES 
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to cover ALL your 


OFFICE MACHINES - SYSTEMS » EQUIPMENT 


Accounting Machines * Adding Machines * Calculatin 

Machines * Filing Equipment * Production Contro 
Charts + Kardex Visible Records Certified Safe 
Equipment Remington Typewriters and Supplies. 


REMINGTON RAND LTD., COMMONWEALTH HOUSE, 
1, New Oxford St., London, W.C.1. Phone: CHAncery 8888 


SALES OFFICES AND SERVICE DEPOTS 
THROUGHOUT GREAT BRITAIN 


From 


DIRECTORS 


to 


VAN BOYS 


it needs only 218 persons 
in the wholesale textile 
trade to distribute 
£1,000,000 of goods to 
all parts of the country 
in varying quantities to 
retailers of all sizes. 


This fact was revealed by 
a survey recently made by the 
Wholesale Textile Association 
75 Cannon Street, London, £.C.4 
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' Letters -to 
Side-stepping the Issue 


Smr,—While sympathising with your critic:sms of the Govern- 
memt’s record of pursuing a ruthless singe-track “ cheap money ” 
policy, I wovld suggest that your attitude towards the “Interim 
Budget was a little doctrinaire on two points in particular—the 
closing of the inflationary gap by lifting interest rates, and the 
abolition of subsidies and “ spreading ” of the purchase tax. 

There is a strong argument, for which I claim no originality, 
that, since interest rates would have to rise impossibly high to 
close the gap, a significant rise from present levels would, without 
effecting a cure of the orig:nal disease, lead to further serious 
complications of disequilibrium and distortion by. virtue of the 
ind‘scrimination of its impact. In parenthesis, might not a more 
severe control of credit facilities to sterilise bank deposits along the 
lines of wartime practice be a better instrument? This is, of 
course, not to condone a further expansion of credit to support 
the gilt edged market (which, as you observe, was rendered less 
likely with the advent of the new Chancellor), nor to oppose a 
slight rise consequent upon abstention from further “ rigging.” 

My second point is that the removal of subsidies, and/or any 
far reaching extension of the impositicn of purchase tax, would 
have been not only a bold, but a hazardous, move.in the inflationary 
game. It might, by provoking demands by the trade unions for 
all-round wage increases, have been, not courageous and un- 
partisan, but unwise and disastrous. Labour’s conviction of the 
reality of the crisis is, surely, not yet so overwhelming that the 
process of chipping at working-class purchasing power can be 
otherwise than gradually and subtly performed. 

Your views on both these points may well be right and the 
counter arguments—by no means an exhaustive list—tentatively 
advanced, may be easily demolished ; but I feel that your various 
recent articles on financial policy would have gained in conviction 
what they abandoned of their somewhat unqualified treatment 
of a controversial subject.—Yours faithfully, P. M. Foster 

12 Tenison Avenue, Cambridge 


S1R,—While it cannot be denied that the reduction of Govern- 
ment. spending must be deflationary in its effects if all other 
factors remain constant, it does not seem to be absolutely certain 
that any substantial reduction in food subsidies would, in fact, 
ease the present inflationary pressure. For in this case one force 
would come into play which is not within the Government’s 
control. 

The immediate result of a reduction in, or abolition of, food 
subsidies would be a sudden sharp rise in the price of food. Now 
even if one assumes that wage-earners could be persuaded not to 
demand officially or unofficially a rise in wages to meet the in- 
creased cost of living, the fact that the disinflationary policy leads 
initially to a rise in prices rather than to a slackening of demand 


. for goods and services might cause one important factor in the 


situation to change, namely, the relation between the stock of 
money held by the public and its income, or more precisely the 
variable “k” in the Cambridge formula p= tz. . Money would 
be drawn from the inactive to the active stock ; businesses and 
households would work with smaller balances. 
~ In general, there would be a readjustment individually in the 
distribution of real income ; the amount chosen to be held in the 
form of ready value being reduced as compared to the amount 
devoted to immediate consumption or to additions of real wealth. 

Thus, while less money would chase the now notorious “ too 
few goods,” it would chase them faster. It might well be then 
that the operation of this change in the public’s “k” would so 
delay or nullify the deflationary effects of the reduction of food 
subsidies that it would be impossible to continue to hold the wage 
level. In attempting to influence the economic weather by sowing 
a cooling zephyr the Government and the country might well reap 
a whirlwind.—Yours faithfully, 

W. A. MAGOWAN 
31 Upper Addison Gardens, London, W.14. 


Europe’s Grain Requirements 


S1r,—May I use the hospitality of your columns to draw atten- 
tion to the Report of the European Economic Co-operation Com- 
mittee in so far as estimates of grain imports and costs of these 


“THE ECONOMIST, December 6, 1947 


the Editor —s_— 


On page 29, Volume II, of that Report it is stated that cog 
requirements are based on a single price, this price being 
food the USA price ruling on July 1, 1947. Consequently 
estimate for imports of 20 million metric tons of grain is g 
at 1,720,000,000 dollars for the period 1947-48, i.e., roughly 
per metric ton. For 1948-49 the import requirements are 
creased to 25 million metric toms, yet the costs are estimated, 
2,400,000,000 doilars, ie., roughly $96 per metric ton. There 
to be no explanation for that difference which involves the s 
$250 million. Though all these estimates have a theoretical yg 
only, it would perhaps be interesting to have some comment 9n 
the basis of calculation.—Yours faithfully, _ F. J. Weak 

39 Belmont Avenue, East Barnet, Herts i 


4 


[We understand that there is no error in the table mentione 
In calculating the grain figures for 1947-48 allowance wes aie 
for the lower price of wheat obtainable under the Canadian ogp- 
tract.-—EpDITor. } 










Bank Nationalisation in Australia 


Sm,—May I comment on Mr Alan Wood's letter? 

No reasonable opponent of this Bill would wish to deny the 
Australian central bank adequate powers to control general credit 
conditions, Such authority is obviously necessary if a central 
bank is to perform its function. efficiently. It is, however, 
extremely doubtful whether any parts of the 1945 legislation other 
than Section 48 could be successfully challenged on constitutional 
grounds, If, as Mr Wood contends, the banks have been chafing 
beneath the yoke of the controls imposed in 1945, it is a reasonable 
presumption that they have left these restrictions unchallenged in 
the Courts for the past two years only because their legal advisers 
consider such a challenge would be unavailing. 

I find it hard to take seriously the suggestion that the banks, 
even at a loss to themselves, might restrict credit and cause unem- 
ployment in order to bring about a change of government. Passing 
over the fact that this sinister possibility did mot occur even to 
Mr Chifley when he was drafting his 1945 legislation, one need 
only mention that, if the private banks were to be so foolish as 
to restrict advances through base political motives, then the 
Government-owned Commonwealth Bank of Australia, with the 
resources of the nation behind it, would have a golden opportunity 
of expanding its own business. 

However, even if one grants all Mr Wood’s contentions, there 
remains a gaping hiatus in his argument. [If it is intra vires for 


From The Economist of 1847 


December 4, 1847 


AFTER all that we have said from time to time, in this 
journal, on the subject of “ fixing the price of gold,” we 
had indulged a hope that the fallacy on which such a notion 
is based would not be attempted to be revived. In this fair 
expectation, we have been disappointed. On Thursday night, 
Mr Urquhart, in his speech in the Currency debate, not only 
returned to the charge, but attributed to it the most extrava- 
gant effects which any one ofthat school, either_as a writer 
or a speaker, has yet done. Not only the whole of our present 
national distress, not only the present depression of trade, 
not only the present derangement of the money market, but 
every recurrence of similar disasters since 1819, were all 
attributable to “ fixing the price of gold” in that year. The 
failure of the harvest in 1845 and 1846, the huge specula- 
tions in railways during the last three years, all go for 
nothing: the cause of every evil is to be traced to the return 
of cash payments in 1819, Nay, more—not alone our com- 
mercial prosperity, not alone our monetary system, are 
placed in constant jeopardy, but our political safety is 
endangered by “fixing the price of gold.’ The Bank of 
England had to go upon ; 
in 1839, because we “ fix the price of gold”; the Bank of 
i was unable to return the obligation to the Bank of 
France in alge! see pueg we as the price of gold” ; 
was therefore obliged to throw herself into 
and finally the Bank i 
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the Federal Government to acquire the banks (and this remains 
to be proven) then it cannot be ultra vires for the same body 
merely to control banking activities. If Mr Chifley is nervous 
about the adequacy of his 1945 legislation, why does he resort 
immediately to nationalisation instead of confining himself to 
closing the alleged loopholes, constitutional or otherwise, in the 
controls established in 1945 ? In no other country in the world 
has it been found that the only way to endow the central bank 
with proper authority is to nationalise the whole banking system. 

The positive arguments against the Bill can be stated briefly. 
It lacks the mandate of the people. In fact, it is. being forced 
through in the teeth of opposition from all sections of the com- 
munity other than that of organised labour. The Liberal and 
Country Parties fought the Victorian elections on this issue alone 
and defeated the Labour Party hands down, An investigation of 
public opinion carried out by the Sydney Daily Mirror and the 
Ashby Research Service indicated that only 24.5 per cent of the 
Australian population favoured the nationalisation of banking, 


Books and 


Before the Die is Cast 


«Germany : Bridge or Battleground,”’ 
Heinemann. 15s. 


Any solution which permits Britain, France or the United States 
to do one thing in western Germany while the Russians do some- 
thing else in eastern Germany is no solution at all. 

Tus is the central point of Mr James Warburg’s argument. 
His book was written just before the meeting of the Foreign 
Ministers in Moscow last March. The failure to reach agree- 
ment on Germany at that meeting, the political trials in eastern 
Europe, the formation of the Cominform and. the increasing anti- 
Communist campaign in America have already given his. views 
a certain remoteness. The present Conference of the. Foreign 
Ministers in London is widely regarded as a means of ending 


By James P. Warburg. 
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whereas 64.5 per cent expressed outright opposiuon... With Mr 
Chifley himself as the sole dissentient, the Australian Royal Com- 
mission on .Banking in 1937 reported against nationalisation. 
Banking, even more than most industries, calls for widely- 
dispersed decisions based on human qualities which cannot be 
defined in directives from a central authority. It is an industry 
which is best conducted in Australia as elsewhere on a competi- 
tive basis. 

The Australian Government has brushed all these considera- 
tions aside and turns a deaf ear to appeals for the issue to be 
decided by a referendum. ‘There are now rumours that it will 
try to evade the testing of the Bill’s constitutional validity by 
Staging a coup d’état and acquiring the banks before they can 
take legal action. Against this background, is it really not sur- 
prising that most Australians do see “hidden purposes ” behind 
the Bill and derive scant reassurance from their Prime Minister’s 
dogmatic attitude—Yours faithfully, 


Station Avenue, Walton-on-Thames FRANK B, POWELL 


Publications 


the farce of German unity, rather than as a means of attaining real 
union, and hopes are set on making a success out of Bizonia or 
Trizonia, the contemplated fusion of the three western zones, as 
soon as co-operation with Russia is written off. 

In these circumstances, Mr Warburg’s book is in the nature of 
a last appeal to reason. It is an appeal by a man who is singularly 
well qualified for his task. He was one of President Roosevelt's 
original brain-trusters, and during the war was a Deputy Director 
at the Office of War Information in charge of “ psychological war- 
fare” in Europe. He is both an economist and an expert on the 
German problem, and he has had first-hand experience as a 
visitor to all four zones since the end of the war. 

The first part of the book follows the series of changes and 
modifications in allied policy which led up to Potsdam and 
beyond. Mr Warburg then proceeds to an objective study of the 








A liqueur of exquisite flavour 
and bouquet compounded 
from special reserve W hizkies 


"GbEN Mits?? 


Whisky Liqueur 


Sele Concessionaires: 
S. F. & O. HALLGARTEN, 
1, Crutched Friars, London, E.C.3 








ee are ay 





— ~ =n AR ARN 6 fy r= AEN 
errr 


920 


four different zones as he saw them functioning in practice, and 
a description of the four-power political maneeuvres during 1946. 
Venturing into the field of abstractions, he attempts to characterise 
the German nation, its way of life and institutions. He shares 
the widely held view that its disease is authoritarianism, and is of 
the opinion that any long-term remedy must come from within 
the nation itself. The last, and most interesting, section of the 
book deals with the future. Mr Warburg holds that there must 
be a short-term policy, giving priority to German industrial 
revival as an essential condition of European revival, and a long- 
term policy in which the new Germany must be fitted into its 
proper place in a world organisation. He rejects the idea that any 
policy which has the effect of splitting Germany into two is either 
morally justifiable or economically practicable. The criticism 
may be made, indeed, that Mr Warburg tends to minimise the 
intransigence of Russian foreign policy, which has been so gravely 
intensified since his book was. written. 

The book is, however, one which should be read as widely as 
possible before the die is cast for, or against, a politically and 
economically united Germany. It is a lucid and compelling 
exposition of one point of view on the choice which now faces 
the four Foreign Ministers in London ; and noi only the Foreign 
Ministers, in Mr Warburg’s view. 

Foreign policy is no longer simply a function of government. 

More and more it is becoming a function of peoples. 

It should be added that an appendix to the book contains a 
highly valuable selection from documents bearing on allied policy 
towards Germany, including the Morgenthau Plan. These in- 
clude the author’s own recommendations on policy which he has 
submitted to the President and the State Department at various 
times. 


The Growth of Physical Science 


“The Growth of Physical Science.” By the late Sir James 
Jeans. Cambridge University Press, 1947, 364 pages. 
12s. 6d, 


Str JAMES JEANS corrected the proofs of this book shortly before 
his death last year, so it must be supposed to be the last of his 
long line of “popular science” best-sellers. As such, it will 
come as something of an anticlimax, since the subject-matter 
lacks the exciting novelty of the earlier books, and the wide field 
he covers gives litthe opportunity for Jeans’s gifts of sustained 
clarity of exposition. His aim, described in a modest preface, 
was to provide an account in non-technical language of the 
development of the main lines of physical science, including 
mathematics and astronomy, from the earliest times up to the 
present. About half the book is devoted to Greck, Alexandrian 
and Arabic science, and the beginnings of European science 
in the fifteenth and sixteenth centuries—that is, up to the time 
of Leonardo, Galileo and Copernicus, when science was begin- 
ning to free itself from the paralysing influence of Plato and 
Aristotle. The next chapter—“The Century of Genius ”— 
dominated as it was by the extraordinary character of Newton, 
is perhaps the best in the book. The great period of consolida- 
tion was in the two centuries after Newton, until by the end of 
the nineteenth century the Victorian physicists believed they had 
at last fitted the cornerstone of the structure. In the last chapter 
Jeans describes the crumbling of this structure, and sketches the 
much more shadowy scaffolding which is replacing it. 

To give a readable account of the complexities of modern 
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physics in 60 pages is a task beyond even Jeans, ‘and the teads 
coming fresh to it will probably be bewildered ; there is ng” 
of better accounts, by Jeans himself among others. However 
the book is intended as a history and not as a textbook, and 
leaving aside this last chapter, the result is wholly SoCo 
if at times a little pedestrian in style. 
There are many interesting and unfamiliar biographical 

and Jeans exhibits a considerable and up-to-date scholarship, fp 
sticks strictly to the scientific facts and does not deviate into 
speculations on the deeper motivation, economic or i 
of periods of scientific advance, beyond pointing out such 
material advantages as the invention of printing and the into 
duction of instruments to supplement the human eye and hand. 
In fact, the only moral which stands out from this book is thr 
Plato and Aristotle were “two major disasters.” 


Indian Industry 


“Indian Industry Today and Tomorrow."’ By E. Da Costa, 
Longmans New Era Series No. 2, 1947. 166 pages. 4s, 64 


In this small book Mr Da Costa tries to analyse realistically the 
problems confronting the planning of industrial development in 
India. He writes vivaciously, genuinely tries to avoid unwar- 
ranted assumptions and preconceptions, and at times reveals an 
aptitude for a pretty turn of phrase. Unfortunately he often 
fails to carry his arguments to their logical conclusions. 

Accepting the need for planning, he undertakes a critical review 
of the targets set by the Bombay Plan, which he considers only 
as a first approximation. He then discusses the main obstacles 
to the attainment of the targets, and suggests amendments to 
them. He concludes that, if the difficulties are squarely faced, 
rapid industrialisation and corresponding developments in other 
spheres can be achieved on a scale at least as great as that con- 
templated by the Bombay Plan. But he holds that the latter is 
over-optimistic in one respect. Even the most rapid industrialisa- 
tion and general development will not provide additional demand 
for labour sufficient to cope with existing under-employment and 
the present rate of population growth. 

Mr Da Costa’s realism is shown, for instance, by his attitude 
to the population problem, by his recognition that external help 
of various types will long be necessary, and by his insistence upon 
the urgent need to train Indian managers and skilled workers. 
But his realism does not go far enough. For instance, he fails to 
tackle the fundamental problem of how in peacetime to secure 
the necessary determination to accomplish a task no less difficult 
than that undertaken during war. Again, although he recognises 
the need to choose between the production of capital and con- 
sumption goods, and the difficulty of limiting the consumption 
of the poverty-stricken masses, this does not prevent him from 
advocating vast capital expenditure and generous exports to other 
Eastern countries. How ? 


Shorter Notice 


“ The United Nations Association Yearbook, 1947.’’ Hutchinson. 
296 pages. 


THis is a useful book of reference. It contains a collection of Uno 
documents, including the Charter, as well as a list of the Governments 
of all member states, a summary of the Secretary-General’s first report, 
and an account of the activities of the United Nations Association, 
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AMERICAN SURVEY 





New Channels for Trade 


(From Our US 


ONGRESSIONAL interest in the Marshall Plan and in 
anti-inflation measures all but stifled any immediate 
response to the Geneva agreement on tariffs, and the publication 
of the schedules of revisions in American tariffs. The explosions 
now being heard from various US industries thus seem to have 
been set off by a delayed fuse, 

As a result, they have coincided with the opening of the 
Havana Conference, While Mr Clayton, as head of the US 
delegation there, was welcoming the “ last lap on the road to 
an international trade organisation” a spokesman for the 
American Tariff League was lamenting the much wider scope 
of the “escape clause” in the present tariff structure. This 
clause, strengthened as a result of pressure from Senator 
Vandenberg and the Republican Party, permits any government 
to withhold or modify concessions made, if there is any question 
of “ scrious injury” to a domestic industry. The Tariff League 
holds that the multilateral nature of the new agreement “ would 
bring a chain reaction of retribution among twenty countries ” 
if the US Government seeks to: protect an injured national. 
And in Congress, indignant members are now looking ahead to 
the debate on renewalvof the Trade Agreements Act next Spring. 

Unquestionably, the list of concessions given and received 
at Geneva is imposing. The State Department’s, analysis of the 
effects of the agreement on US products (Department of State 
publication 2983, Commercial Policy Series 109) estimates: that 
concessions made by other participating countries ‘with respect 
to preducts of which the United States was their principal 
supplier would, in 1939, have affected $1,192 million of 
American exports, and that the benefits of lessened restrictions 
on other products approximate ariother $220 million, 


On the opposite side of the ledger, the United States made 
concessions on products which in 1939 accounted for 78 per 
cent of its total imports, dutiable and free, and amounted to 
$1,766.5 million ; of this total $1,336.7 million came from 
countries participating at Geneva. Total dutiable imports m 
1939 were $906.5 million ; concessions were made on 70 per 
cent of the total, with 85 per cent of that amount, or $543.1 
million, coming from the participants. Existing rates of duty 
were “ bound” on 20 per cent of the dutiable imports affected, 


and were reduced by up to a quarter on 10 per cent of the 


total, by proportions ranging from 25 to 35 per cent on 27 per 
cent of the total, and by. proportions ranging from) 35 to 50 
per cent on. 43. per cent of the amount. The status of 85 per 
cent of the imports. in the duty-free, category, $1,341.2 million 
in 1939, was’ * bound "»;:70 per cent of these products came 
from the participating countries. © 

On many schedules, this list of changes, to become effective 
on January rst, represented an exercise to’ the full of the power, 
given to the Executive when the Reciprocal Trade Agreements 
Act was renewed in 1945 to reduce tariff rates by as much as 
as half the existing rate. Its net effect is to reduce US tariffs 
practically to the level of the Underwood Tariff of 1913 ; 
the State. Department ised. the continuity with that 
period in calling the new agreement “ the first major step to 
be taken by important nations to revise the trend toward trade 
Testriction and economic nationalism which has persisted 
throughout the world. since. the first World War.” . It can_ be 
justifiably claimed as evidence that the US Government has 
Seen, and ' 


But the meaning: of this great revision in American tariffs in 


Editorial Staff) 


terms of specific goods and countries can be analysed only to a 
very limited degree. Present trade, while large in value by 
historical comparisons, includes great price inflation, More than 
that, it is extremely distorted as a result of the war, both as to 
products and countries. Nor is analysis by pre-war content 
very helpful, since whatever conditions reconstruction. may 
provide are likely to differ basically from any past period. 

Furthermore, after the other war, Americans were chary 
about imports. Now, everybody knows that it will be quite 
some time before competitive imports amount to much, and 
there is a rather strong feeling that imports of the stockpiling 
variety, critical materials of one sort or another, would be a 
very good thing, 

And after the other war, Americans were keen on exports. 
Now, exports look like a price that probably must be paid for 
certain considerations, many of them, at least in the short run, 
non-economic in character. Even for the long pull, doubts are 
spreading, linked to the new attitude toward strategic imports 
and reflecting the new consciousness that even the resources of 
a half-continent are not inexhaustible. (Striking among these 
is the case increasingly made against farm exports by farmers 
newly conscious of soil conservation and correspondingly dubious 
of shipping fertility out of the country.) 

* 

The questions uppermost in people’s minds concern )the 
diversion, by export, of goods from domestic consumption, and 
the resulting effect on inflationary pressures. _Misapprehensions 
about the volume of exports, and their destination, are almost 
as common 4s interest in the subject. Here are some.of the 
main questions :— 

1. What is the relation of current exports and imports, to 
gross national product, and how does it compare with pre-war ? 

On this question, charts prepared by the Department 
of Commerce reinforce earlier evidence given by the Office of 
International Trade which showed quite recently that relatively 
few industries show exceptional gains in exports when measured 
against the current volume of output, Exports, as a percentage 
of gross national product ranged from 4 to § per cent in most 
pre-war years and reached a high point during 1944 (at the 
peak of Lend-Lease shipments) when they amounted to rather 
more than 10 per cent. ‘There followed a decided slump through 
1945 and 1946, and even now the figure of just above 8 per 
cent, though above the average of the 1930's, is not very far 
above. the rate prevails before ‘the 1930 slump. Imports, of 
course, have lagged badly, though at about 4 per cent of GNP 
they. are about on a line with the level prevailing through many 
of the pre-war years, , This evidence does not, of course, offset 
the charge that exports have put a tremendous ‘pressure ‘on 
some prices during 1947. 


axsemensecneimesiensetencetanatat tn nati 


‘*AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our US Editorial 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribation as ‘‘ From an Industrial 
Correspondent '’ or ‘‘ From A Correspondent in Ohio ”’ 
are from outside contributors. Everything printed 
‘without attribution is prepared in London. ; 
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2. How much of the recent increase in the value of US 
exports represents increased shipments, and how much increased 
prices per unit shipped ? 

The answer to that query follows: — 


U.S. Totat TrRavEe 








(1936-38 = 100) 
Over Nine Months to: 
January, i. ae? eee 
1946 September, September, 
1946 1947 
Exports—U.S. Merchandise :— 
Value....... Pewenteeeas oe 316 493 447 
ee SOPOPT TET Teer ates 204 262 231 
Oe Peery ee ree rr ree 155 188 194 
Imports for Consumption :— 
Value. . cs \epe ees cnkpalaes + 186 224 24 
CemRRR Yo o.oo seve gses eel lll 107 110 


Wit WER! . ons. cece ccescnee 168 209 212 

3. In particular, how does recent trade with the sixteen 
“ Marshall countries” compare with the pre-war position ? 

On Department of Commerce figures, this is the answer: — 


U.S. BALANCE OF MERCHANDISE TRADE WITH THE “ MARSHALL 
CouNTRIES "’ AND GERMANY 
(In Billion Dollars) 


1936-40 Average | Nine Months of 1947 


Exports Imports Exports Exports 


Exports | Imports 








| Balance | Balance 
; i i aces _ 
erapeee. ered i 
Trade with ail countries.. | 3-2 2-5 o7 | 10-9 | #2 6-7 
Trade with “Marshall | i 
CRE lasts +04 ns sd Se 1-2 | OS | 0-7 3-7 0-5 3-2 
Per cent “ Marshall area” 
trade to Total ........ 37-5 20-0 | 100-0 4-0 11-9 47-7 


‘ 








These figures emphasise our normal dependence on European 
markets, and the distortion of the trade balance which has 
followed in the slow recovery from wartime losses. 


4. How large a proportion of US exports actually goes to 
Europe ? 

Mr Dewey’s purpose in calling attention to the fact that there 
is also China to be considered may have contained a measure 
of domestic motive, but it is true that discussion of the Marshall 
Pian has persistently pushed the rest of the world off the front 








page. Here are the figures: — 
Unrrep STATES EXPORTS AND IMPORTS BY CONTINENTS 
(In Millions of Dollars) 
Exports Imports 
1936-38 1936-38 ; 
Continents 9-month Jan.-Sept. 9-month Jan.-Sept. 
a 1947 Average 1947 
WR cgeicidiecsvedeal , 1,866-7 | 4,192-1 
North America :-— 
Si cae das ahah se 346-5 1,596 -6 264-9 807-0 
Ge s  vethigv ined anen 202-7 1,238-6 185-8 786-1 
South America ............0+05 205-5 1,780-6 244-0 876-6 
NO isn 5 Kasdss oi <esemnesens 932-1 4,027-4 531-2 594-9 
IR, So. cs eee kanes eee 373-9 1,458-3 561-1 774-8 
pees biG... cored ees ieee 68-0 24-1 »: 126-1 
Mca s « casccteinnees tas 96-2 615-0 49-6 226-6 


Under the new agreement, the channels for trade have been 
broadened and deepened. The new schedules show by haw 
much. But chains are still up across most harbours. And in 
many ports of former export, the Plimsoll Line rides high along 
the hulls. 








American Notes 


Senator Vandenberg’s Triumph 


That the Senate, at least, has met Mr Marshall’s deadline of 
December 1st on interim aid is due almost wholly to the efforts 
of Senator Vandenberg. On his insistence that the estimates of 
the State Department had been cut to the bone, the Senate re- 
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pulsed, by 56 votes to 30, an attempt to impose a cut of $2¢9 
million, and on December 1st passed the bill by the overwhelm. 
ing majority of 83 to 6. This is only the first of a series of hurdles 
to be surmounted before food and fuel start to flow once 
The debate in the House, which began this week, is likely to be 
longer and stormier than the Senate deliberations. Part of the 
cut tentatively approved in committee last week has been restored, 
but the diversion of $60 millions of aid to China still leaves 
European aid short of something more than that amount. The, 
final Bill probably will be written in conference between the Senate 
and the House not long before Christmas, and it will still have 
to be implemented by appropriation Bills, although the Recon. 
struction Finance Corporation will probably be authorised to make 
an advance of $100 million, as it did in the case of Greece 
and Turkey. The grant to China, demanded by Senator Taft ang 
Governor Dewey, and not frowned on by Senator Vandenberg, 
is likely to remain—perhaps as the price of compromise—even if 
the Senate persuades the House to grant the full $597 milliog 
requested by the Administration. 


Europe is becoming familiar with the tortuous procedure, the 
opportunities for delay, and the hairbreadth escapes which give 
the routine passage of any aid Bill so striking a resemblance to 
the Perils of Paujine. The Interim Aid Bill has, so far, provided 
fewer thrills than its predecegsor, the post-Unrra relief measure. 
What is even more significant is the degree to which Senator 
Vandenberg has been left to carry the Congressional burden single. 
handed. At critical moments in the debate, Administration Demo. 
crats have faded away, leaving the Republican veteran to deal 
with dissidents not only in his own, but in the President's party, 
He has discharged this unprecedented responsibility triumphantly; 
but that he should have had to assume it remains a confession of 
Democratic weakness in the Senate. It also involves the 
Administration in a responsibility which it is less certain has been 
discharged: that of keeping Senator Vandenberg informed on 
the policies which he is expected to support. He has complained, 
for example, that the harnessing of anti-inflation measures to 
interim aid was a surprise, and an unwelcome one. 


* * * 


Curbs on Inflation 


Over the past fortnight Congressional committees have 
listened to enough evidence from authoritative spokesmen te 
suggest that the Administration had on hand a cut-and-dried plan 
for anti-inflationary measures and, from a more practical view- 
point, was determined to enforce it. Mr John Snyder, Secretary 
of the Treasury, testifying before the House Banking and Cur- 
rency Committee, declared himself to be fully in favour of the 
restoration of “standby price control powers,” asserted that the 
sterilisation of gold imports from the monetary system was “ very 
definitely under consideration,” and reaffirmed previous state- 
ments concerning the advisability of providing the dollars needed 
for Marshall Aid before providing for any tax relief whatsoever. 


The House Committee also listened to evidence given by Mr 
Chapman, Under-Secretary of the Interior, who declared that 
a voluntary petroleum “conservation programme” was being 
worked’ out with the co-operation of the industry, and that a 
priority list already established would place “ pleasure motoring” 
below the essential requirements of the services, public utilities, 
homes without other means of fuel, farms and petrol-using in- 
dustry. Though there is no suggestion that American motorists 
in common with their British cousins will be called upon to forego 
a basic ration, there is enough evidence of austerity for American 
ears to assume a distinctly darker shade, as the various govern- 


ment experts continue to demonstrate the urgency of present 
problems. 


To Mr Marriner Eccles, the chairman of the Federal Reserve 
Boards of Governors, however, has quite naturally fallen the role 
of star witness in the task of persuading Congress that 
restraints are not enough. Mr Eccles declared that his evidence 
represented “one of the most important statements ever made by 
the Federal Reserve Board,” and he minced no words in declat+ 
ing that the country had passed the stage where an inflationary 
movement might be prevented. " 


As a programme, Mr Eccles recommended longer wi 
hours, without any increase in wage rates, the elimination 
support for farm prices, a heavy Budget surplus, voluntary price 
control by business and (jointly with Mr Snyder) a nation-wide 
bond sales campaign to mop up purchasing power. But his most 
controversial proposals were reserved for his own field of banking 
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NEw YorK Trust 
COMPANY 


100 BROADWAY, NEW YORK 


COMPLETE 
INTERNATIONAL 
BANKING 
FACILITIES 


Capital Funds 
over $60,000,000 





CAN YOU AFFORD 
to miss any of these? 


Clients? Invitations? 
New business? Old friends? 


More and more busy people are joining FINDERS, the 
Telephone - Secretarial Service, to make certain that their 
friends and clients can always find them through one well- 
known telephone number that never changes. . 

A 10/- subscription to FINDERS will ensure that for twelve 
months YOU too can always be contacted quickly and easily. 


Membership of FINDERS gives you :— 
1. Permanent Telephone Number — vital if your name is not in 
the London phone book. Just tell your friends “ FINDERS— 
GERrard 9050 wilt always find me”. Every day people are 
ringing FINDERS to trace old friends. . 
2. Message-taking service, operating day and night, and week- 
ends. Tell seas finns “Leave a message with FINDERS if 

you get no answer from my number”. 
3. Telephoning done for you—saves time if you live in London, 
and time and if you live outside. Just make one call to 
FINDERS with all your London telephone and we do the rest 
nd a hotel, book seats, locate the shop that has what you want. 


HOW TO JOIN—Ring GERrard 9050 now with your instructions, 
and post your'10/- later. Or write with full details, e.g. Mr. Charles 
X. Smith, Office No. CITy 12345 Gones & Smith Ltd.) 9.30 a.m.— 
5 p.m. Mon.—Fri. Evenings from 7.30 and weekends Sevenoaks 56789. 


For further information ring GERrard 9050 or write for a leaflet. 
FINDERS Telephone - Secretarial Service 


GERrard 9050 (20 lines, open day & night) 
Finders Ltd., 77 Dean Street, London, W.1. 





af J (pant $y 

4 / / ‘4 . ‘ 

é iy iti . 
é ‘ e ¢ 


It’s smoother flying above the weather 


As long ago as 1931 Pan American World Airways 
proved that the upper air is smoother... by making 
regular scientific observations with an instrument 
known as the recording theodolite. 

That’s why, today, Pan American flies the Atlantic 
above the weather—up where the prevailing winds 
are steady night and day. You enjoy air-conditioned 
comfort all the way, because your Clipper cabin 
is pressurized —specially built for travel at high 
altitudes. 


For information consult your travel agent, or our general 
agents, U.S. Lines, Arlington House, Arlington Street, 
Piccadilly, S.W.1 (REGent 7292). For Clipper Express 
(Air Freight), 50 Pall Mall, S.W.1 (WH itehall 3311). 


“Go by Flying Clipper when you go” 


FAN AMERICAN World AIRWAYS 
The System of the Tying Clippers 





48 degrees belew freezing is the 
coldest weather ever recorded in Great 
Britain. Even in the severest winter weather, motor 
oils treated with Santopour remain fluid and easy-starting. 
Santopour is one of a range of new oil chemicals manu- . 
factured by Monsanto which, when scientifically added to 
motor oils by manufacturers and 
blenders, improve the performance 
and increase the efficiency of 


MONSANTO | your engine 
CHEMICALS SERVING INDUSTRY... . 


WHICH SERVES MANKIND 
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controls, where he proposed a reinforcement of margin Tequire- 
ments over banking reserves. In line with the suggestions put 
forward fully eighteen months ago by the Reserve Board, Mr 
Eccles said that the Board desired not so much a general ‘reine 
forcement of bank reserves as the establishment of a “ special 
secondary reserve” in the form of cash or short-term govern- 
ment securities. Because of the cumbersome nature of this form 
of credit regulation, and because of its general interference with 
policy, this latter recommendation is resisted more stoutly by the 
commercial banks than any proposal for a simple raising of present 
reserve margins. And for that reason it is unlikely to be accepted 
by the present Congress. 


+ * . 
Eccles versus Snyder 


The most interesting part of this evidence, however, was the 
disclosure that (not for the first time) there is an open clash 
between Mr Eccles and Mr Snyder over the issue of banking 
controls. For the Treasury, Mr Snyder confined his opposition 
to the blunt and unqualified declaration that a special reserve 
requirement for the commercial banks would not prove to be an 
effective measure. Mr Eccles took the opportunity of reminding 
his listeners that the Reserve Board was established by Congress, 
and that he did not speak for the Administration. Indeed, he 
lashed the record of both parties in reasserting the folly of price 
decontrol in 1946, and the subsequent lack of “alternative 
measures,” and went on to declare that Federal sponsorship of 
residential construction had brought “unconscionable profits” 
to an industry which was quite largely responsible for inflationary 
trends. 

Despite this clash of evidence, Mr Eccles declared that he spoke 
both for the Treasury and the Reserve Board in reaffirming the 
desirability of maintaining the “ established 2} per cent rate on 
long-term Government securities.” Where “Mr Eccles differs 
from the Treasury is in his insistence that the expansion of bank 
credit will be extremely difficult to control, unless new powers afe 
granted, more especially since the Board itself has been obliged 
to reverse its very modest process of credit contraction purely in 
order to protect quotations for long-term Government Bonds. 

In fact, the divergence of testimony now apparent seems likely 
to give Mr Truman the worst of both worlds, since Congress 
is in no mood to grant powers to one agency, so long as they 
are opposed directly by another branch of government. And in 
the meantime, the discussion of inflationary curbs could bring a 
new wave of forward buying and other speculative activity. For 
the time being, the Administration seems to be relying upon the 
fact that the heavy tax payments due in January will bring a 
substantial contraction of banking funds. This is no doubt true 
because current Budget estimates, which are themselves an ex- 
tremely conservative approach to probable revenues, suggest an 
actual cash surplus of more than $5 billion for the year to June 
3oth next, nearly all of which will be gathered in the next few 
months. But against this, the banking system still has formidable 
reserves available, and Mr Eccles himself declares that gold im- 
ports may well reach $3 billion over 1948, with some concentra- 
tion during early months before Marshall Aid becomes fully 
operative. 

If the position is really so dangerous as Mr kccles alleges. it 
is difficult to understand why the various agencies concerned could 
not have agreed to the reinforcement of existing controls up to 
the limits they. now possess without new authority. These 
measures would include the sterilisation of gold imports, a modest 
rise in reserve requirements in some banking areas, and a higher 
re-discount rate. Last but not least, the declaration of a firm 
and agreed policy for new controls might well have some deterrent 
effect at this stage of a boom. In the absence of these measures. 
Congress can scarcely be blamed for refusing to be sy pit into 
early action, 

* * * 


Eisenhower’s Nomination 


With the nomination of General Bradley to succeed General 
Eisenhower as Chief of Staff, the mystery surrounding the 
General’s political ambitions cannot last long. The campaign 
to place his name before the Republican Convention has been 
going on busily without benefit either of a platform, a public 
assurance that he is willing to run, or even the ‘certainty that 
he is a Republican, for as long as he remains Chief of Staff 
his lips are sealed. The General’s own willi to remain 
in Washington until April suggests that the } ‘Was not alto- 
gether unwelcome ; it imposes, and excuses, a strategy not un- 
like that of Governor » who has been almost. equally 
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reticent about his intentions and his views. ‘The 
contenders this year, in fact, are almost equally divided 

those who feel that silence is golden and those like Mr Sr 
who feel that a candidate should hold nothing back. 

The nomination of General Bradley is both expected i 
welcome. It promotes a man who is popular both with the 
Congress and the Army, and who has done a Herculean job 
since the end of the war in bringing order and decency into the 
Veterans’ Administration. The 
to a gentle nudge to General Eisenhower. 
Washington and assumption of civilian status is now likely to 
take place early in the new year rather than next spring. He 
will then be forced to take a stand on the campaign being waged 
on his behalf. His supporters feel that he is not only the ideal 
solution of a probable deadlock between Senator Taft and 
Governor Dewey, but argue that he will have the enormous 
advantage of standing apart from the Republican record in 
Congress over prices and labour legislation. 


* * * 


A Third Wage Round ? 


- ‘The anti-inflation programme which emerges from the debate 
on the President’s proposals is likely to be both too little and 
too late to halt another round of wage increases. The American 
Federation of Labour, in its monthly survey, says that workers’ 
living costs have increased substantially, with no likelihood of a 
decline in view, and that the unions must therefore seek new wage 
increases. The Congress of Industrial Organisations announced 
this week that it would seek new wage rises for its 6,000,000 
members. One of its unions is already celebrating its first victory. 
The Amalgamated Clothing Workers have won their third wage 
increase since the war: a 12} cent an hour increase from the men’s 
clothing industry with an additional week’s paid vacation. The 
fact that the price of men’s suits will rise by two or three dollars 
in the spring points the obvious moral. The members of the 
Amalgamated are among the best-paid and the most strongly 
entrenched union members in the country. Their initiative is 
almost certain to be followed by the United Automobile Workers, 
which can reopen negotiations in February, and in which Mr 
Reuther’s “right wing” 
front towards the employers ; by the steel union, which can file 
its demands early in April; and by the oil and electrical manu- 
facturing unions. 

It would be wrong to accuse the unions of reckless self- 
interest. Mr Potofsky, head of the Amalgamated, deplored the 
necessity for new pay increases to keep pace with the cost of 
living, and urged that what was really needed was price control 
to eliminate “this constant sparring to make ends mect.” It is 
possible to point out that factory workers have enjoyed a rise of 
real earnings of a quarter since 1940. But at the end of 1944 real 
earnings were more than 140 of the 1940 level ; during 1945 there 
was a drastic drop in real earnings which has never been rec 
and from the beginning of 1946 to July, 1947, there was a steady 
drift downward. Recent price spurts, which have brought the 
consumers’ index to 163.8 of 1935-39, will have continued this 
trend. The treatment of price controls by Congress last year gives 
the unions every excuse for lack of faith that the price line will 
be held this winter. In these circumstances, no exercise of “ labour 


statesmanship ” can be expected to halt the demand for a third 
round of wage rises. 


Shorter Note 


An investigation of market dealings by the Commodity Exchange 
Authority has revealed a list of operators extending from govern- 
ment officials, and many professional classes, through to students, 
and housewives. Farmers have not unnaturally taken an active 


part, but housewives were listed on September 17th with a bull 
account of 7 million bushels in wheat, and with a “ short interest” 
of 3.7 million, ‘The possibility of indirect control of these domesti¢ 
activities has not escaped the vigilance of CEA. 
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THE WORLD OVERSEAS 





Austria: The Cost of Indecision 


(By a Special Correspondent) 


O long as Austria is one of the fronts in the Russian-American 

cold war its material and moral reconstruction will be held up. 
Under present circumstances American aid is undoubtedly keep- 
ing Austria alive, but until a peace treaty is concluded, in spite 
of the wide authority of its central government, it cannot plan or 
think as a unified nation should. Not only does Austria suffer 
from the present extraterritorial administration of the Zistersdorf 
oilfield and of the 250 or so other Soviet-run concerns in Vienna 
and the eastern provinces, but equally from the demoralising 
effects of the present uncertainty. The country cannot be welded 
together either administratively or spiritually until the dispute 
between the Allies is settled. The Austrians say that the Russians 
are to blame and that they must be yot out regardless of Potsdam 
and regardless of cost. Certainly Austria would be a very much 
happier and more prosperous country if the Russians left. But 
such an approach is hardly realistic. It is this very one-sidedness 
which, by stimulating the Russians to defence of their interests 
against what they see as an alliance of Austria with the western 
powers, has made the Russian occupation bear much more hardly 
on the country and so made a solution more difficult. The 
Austrian government is by no means incompetent, but only a 
strong government with a determined neutral point of view and a 
positive will to unite the people could overcome the demoralisa- 
tion and disruption which this situation is causing. As there is 
no likelihood that such a government will or could be formed, 
another breakdown of the treaty negotiations and a further period 
of waiting will do a lot of harm. 


Socialism Postponed 


The government is still hampered by an Allied Control which 
can hold up, sometimes veto, and in many ways render ineffective 
its measures. This uncertainty as tothe conclusion of a treaty 
has discouraged it from getting ahead with any positive economic 
programme. Not only was the currency reform, intended to 
curtail] the black market, long delayed owing to doubts of its 
reception by the Allies and of the wisdom of its introduction 
during the occupation, but other false elements in the economic 
situation have still to be cleared up before proper reconstruction 
can get under way. Moreover the general economic plan towards 
which the Socialist Party and the British element of the Allied 
Commission have been pressing the government, if not quite such 
an impossibility as is sometimes claimed, may be postponed so 
long as there is no decision on what resources are to stay in 
Austzian hands, or on what authority the government is to have 
over the remainder. 

The uncertainty of the present situation is one of the worst 
results of the Russian occupation. ‘The Russians control their 
interests in Austria through a combine know as USIWA (embrac- 
ing the 25§0-odd confiscated concerns); through a Soviet oil 
administration ; a petrol distributing firm, OROP, constituted 
under Austrian law ; an extraterritorial branch of the Soviet State 
Bank ; and a branch of the State Transport organisation. They 
have not conducted these organisations, or the individual firms 
(sometimes Russian-administered, sometimes with a single Russian 
representative among the directors) which they embrace, according 
to Austrian law. Price fixing, foreign trade, trading within the 
combine, returns—all are conducted independently and without 
the knowledge of the Austrian authorities. 


The Russian Case 


Roughly the Russian argument is that until the Austrian govern- 
ment recognises the Soviet claims they will not recognise Austrian 
law. ‘Taxes, apart from local taxes and those whose object is 
patently social, are paid by the USIWA concerns to the Russian 
bank, to be blocked for the eventual use of the Austrian govern- 
ment once the question of principle is settled. The Russians have 


been hardened in their attitude by their suspicion that the govern- 
ment, especially the Ministry of Planning and Property Control, 
is doing its best to get them out, and by their knowledge that 
public opinion is against them. 

The illegally high prices and terms of payment demanded (with 
or without USIWA’s knowledge) by the Russian concerns help 
to force up the general price level, and their foreign trade is 
conducted in the interests not of Austria as a whole, but only of 
their own combine. This is bad enough, but because as far as 
all official facts and figures go the Russian concerns might not exist, 
it has become general to treat them as entirely and permanently 
distinct from Austrian economy and to reckon their exports as 
necessarily a dead loss. Few care to make the distinction between 
the present situation and the burden which would be represented 
by a permanently installed and integrated Russian combine, 
operating, apart from the guarantees which the Russians demand 
against nationalisation and confiscation of their profits, as does 
any foreign owned firm on Austrian soil. Yet, seen in this. light, 
much of the damage being done is a by-product of the present 
battle, and must be added to the cost of waiting for a settlement. 


Is Partition Inevitable ? 


To counter the loss of a greater or lesser degree of control over 
their main industrial area, the Austrians, with American support 
plan to build up industry in the western zones. Planning apart, 
firms which moved from the eastern provinces during the war 
have naturally chosen not to go back, while others, with factories 
in both eastern and western zones, have done what they could, 
even by shifting machines across the Russian demarcation line, 
to favour the latter. But, although Austria has pitched its 
demands under the Marshall plan high, foreign aid is still only 
just enough to keep the country fed, and with labour and accom- 
modation concentrated mainly in the east any such process must 
be a very gradual one. Its maim significance at the morneni is 
that the Russians are made to feel that the other zones are 
being favoured in the matter of raw material allocations, and 
that every precaution must be taken to make the demarcation line 
watertight. With zonal frontiers otherwise virtually abolished, 
the frontier of the Russian zone is thus the one barrier left within 
Austria, end the distinction between the east and the west is 
becoming sufficiently marked to give rise to loose talk of a possible 
split. 


The Westward Pull 


It is doubtful whether Austria can stand much talk of this kind. 
For social and geographical reasons—Vorailberg province, for ex- 
ample, is connected to the rest of the country only by a railway, 
the telephone and a pass.that is snowed up for half the year-— 
Austria is at the best of times loosely knit together, and local 
feeling often proves stronger than national. The central govern- 
ment has laboriously worked to assert its authority over provincial 
governments whose independence was greatly strengthened by the 
watertight zones of the first year of occupation. Nevertheless the 
national feeling that has grown up is mainly anti-Kussian. The 
possibility of partition has a loosening effect on all the ties that 
hold Austria together, so that in Tirol, Vorailberg, and Salzburg 
(at least) responsible officials are thinking what course to pursue 
if the eastern provinces break off. Already there are economic 
forces pulling Austria in different directions: Vorailberg trades 
almost entirely with Switzerland; Tirol and the British zone 
mainly with Italy ; the American provinces want closer economic 
relations with Bizonia ; and the Russian combine naturally trades 
chiefly with the countries of the Soviet bloc. Although. no. one 
wants the country to break up, the seeds of disintegration will be. 
there as lo:.g as the present uncertainty continues. 
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Rumblings 


(By a Special 


| Saga wag Malaya by land from the north, the outward face 
of British colonial administration presents a scene of neat 
“English ” hedges and excellent roads. By comparison with the 
neighbouring countries—derelict Burma, war-torn Indochina and 
ill-kempt Siam—Malaya seems a very green and pleasant land. 

But beneath the surface, the picture is less rosy. Though two 
years have passed since liberation, lawlessness appears to be in- 
creasing. Armed robberies and even shooting have almost ceased 
to be news unless they are distinguished by some spectacular 
aspect. In the towns on the mainland law and order appears to 
be improving, but no .oad is really safe. Armed guards are 
posted in the Singapore banks and Europeans are warned not 
to promenade along Singapore’s brightly illuminated waterfront 
after sundown. The present garrison of 35,000 British troops in 
the peninsula, as compared with a pre-war establishment of three 
battalions and contingents of Indian and Colonial troops (a total 
of 9,000), is presumably held in readiness for a local emergency 
as well as for possible needs further afield. 

The delay in settling Malaya’s constitution, besides prolonging 
the inevitable post-war unrest, has stimulated a remarkable growth 
of political consciousness. The over-riding political issue in 
Malaya is, and will continue to be, whether it shall be a pre- 
dominantly Malay or Chinese country. In 1941 the racial com- 
position of the Peninsula (excluding Singapore island) was estim- 
ated at 2,100,061 Malays; 1,778,331 Chinese; and 684,364 
Indians. Taking the peninsula as a whole, Singapore included, 
the Chinese total 2,379,211 as against 2,278,588 Malays. Malaya 
has thus become the only country in Asia where natives are out- 
numbered by aliens and the only country outside China where 
Chinese are in a racial majority. The existing * Malayan Union” 
was framed before liberation in the Colonial Office without prior 
consultation with any of the communities concerned. The avowed 
object was to place immigrant Chinese and Indians on political 
“ equality ” with the native Malays, Before this constitution was 
introduced Sir Harold MacMichael was sent out to impose new 
treaties on the Malay rulers, robbing them of their sovereignty 
and their statehood. 

In the storm of protest which followed, Malay nationalism, 
hardly existent before the war, was born. It led to the founda- 
tion of the United Malays National Organisation (UMNO) with 
the slogan “ We want protection, not annexation.” The arrival 
of Mr Malcolm MacDonald as Governor-General marked a re- 
turn to Britain’s established pro-Malay policy and in the new con- 
stitutional proposals for a “ Federation of Malaya” worked out 
by collaboration between British civil servants and UMNO repre- 
sentatives, the Malays have tried to ensure that Malaya should 
remain a Malay land. The Order-in-Council, bringing this draft 
federal constitution into force, is expected to be tabled in January 
when a debate is also likely to take place in the Heuse of 
Commons. 


Left Demand for Independence 


These new proposals are now under fire from the Leftist 
parties on the ground that they are designed to perpetuate the 
colonial status of Malay and to prevent the realisation of the 
“Independence” which Mr MacDonald has promised as 
Malaya’s ultimate goal. The chief weight of the opposition 
comes from the All-Malaya Council of Joint Action (AMCJA), 
a coalition of Chinese, Indian and Eurasian parties under Chinese 
and Eurasian leadership, and the Malay Nationalist Party 
sponsored Pusat Tenaga Ra’yat (Putera). The alternative pro- 
gramme put forward jointly by AMCJA and Putera for a Federa- 
tion having what virtually amounts to Dominion status has many 
attractive features, but the Malays on the whole are well satisfied 
with UMNO’s draft federal constitution, 

In spite of bazaar talk that the Communists are operating a 
complete government from their stronghold in the hills, UMNO 
appears to be the strongest Malay organisation. It insists that 
British “protection” is essential for Malay survival, at least 
for an interim period, but they doubt whether the Government 
will in the long run be sufficiently firm in resisting Chinese 
immigration or sufficiently generous in their Malay educat‘onal 
policy to make Malay democracy workable. 
many responsible Malays who are attracted by the paper pro- 
gramme of AMCJA-Putera hesitate to join them because of the 
Japanese origins, and anti-royalist and anti-British inclinations, 
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and close connections with the Indonesian Republic of some of 
its member groups. 

But with their small numbers, internal. schism is a luxury that 
the Malays cannot afford if they are to survive. The Leftists’ aim 
to split and weaken the Malays is clear enough. In their present 
stage of development, an elected central legislature, as recom. 
mended by the AMCJA-Putera plan, even though providing for 
a Malay majority for some years to come, must end in an over. 
whelming defeat for the Malays. UMNO is criticised, with 
reason, as the representative of the Malay aristocracy, but its 
§2-year-old leader, Dato Onn, who is also the mentri besar of 
Johore, is by far the ablest and most experienced Malay states- 
man. Although his colleagues, being government officials, are 
to some extent handicapped for party work, Onn is planning 
a five-year Malay economic development scheme, which, with a 
substantial fighting fund, should make a strong appeal to the 
realistic Malays and offset the political manceuvring of the Left. 


Pan-Indonesian Dreams 


Malays of whatever party are all still primarily concerned with 
the spectre of foreign domination in their own land. In the 
British Government’s view, Malaya, the “country without a 
nation,” must federate if it is to survive. The Leftists agree 
because they see in this the quickest way to achieve their own 
ends. Most Malays would agree, too, if they could overcome 
their fear of immigrant domination. This is still so real that 
extreme nationalists in UMNO have talked of partition, and it 
is easy to see the attraction of an exclusively Malay State, com- 
parable with Pakistan, for those who feel, and not without good 
reason, that even the forthcoming Federation does not in fact 
provide sufficient security. -It might have been better if the 
Straits Settlements had been excluded intact as a Chinese pre- 
serve, thus leaving the Peninsula Malays with a numerical 
majority. 

The Malays see behind the Chinese immigrant some 400 million 
Chinese in China, and behind the Indian immigrant some 
400 million Indians in India. Small wonder that they tum 
instinctively towards the 75 million Indonesians who, with the 
peoples of British Borneo and the Philippines, are predominantly 
people of their own racial group. By adopting for its national 
banner the red-white colours of Indonesia (with a yellow—for 
royalty—globe pierced by a kris), UMNO has given a clear in- 
dication of the direction of Malay aspirations. At heart all 
Malay nationalists dream ultimately of one great Pan-Malaysian 
or Pan-Indonesian nation, 


Latin American North—lll 


Politics on the Equator 


[BY A SPECIAL CORRESPONDENT] 


GILBERT AND SULLIVAN would have loved Ecuador. Its politics 
are as topsy-turvy as Jolanthe, while its ruthless customs and: 
quaint colourfulness are reminiscent of The Mikado. It is @ 
republic where the “normal” procedure is not normal at all; 
but where the accepted method of changing presidents is by 
revolution. During the last fifty years or more, only one presix 
dent of Ecuador has taken office as an elected chief executive and 
given up his post four years later to an elected successor. All other’ 
presidents have either gone in or out of office by a coup d’étal. 
There have been sixteen constitutions since 1830. ; 
Ecuador is not a purely capitalist country. The great mass of” 
the population lives on a subsistence economy with infinitesimal 
purchasing power. Landholdings are large ; the people are in 
ordinately poor ; tradition is very strong ; and the Catholic Church 
is all-powerful. Although, since 1895, the country has had 
governments which were predominantly “ Liberal,” or even fut- 
ther to the Left, they have retained power only on the tacit under+) 
standing that they would touch none of the basic problems of: 
the nation, Liberals, Radicals, even Socialists or Communists ane: 
accepted, provided they confine their activities to Gaye 


Quito and one or two other towns. They would not be tolerated), 
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if they began to organise effective agitati Indian 
for agrarian apo and education, sna os ei 

There is, course, another side of the’ picture. Along 
coast, there is a good deal of commercial Soidilgore: cations 
in sugar cane. Oil fields, too, are being exploited, and in the city 
of Quito and one or two other towns a textile industry is begin- 
ning, the largest plant employing about fourteen hundred workers. 
In these centres, Quito, Ambato and other towns and cities of the 
interior, as well as in Guayaquil and its coastal hinterland, the 
first beginnings of a labour movement have grown up. Its leaders 
claam—somewhat optimistically—that there are one hundred 
thousand members in the Confederacion de Trabajadores del 
Ecuador. In this movement the mutual benefit society type of 
organisation has not yet been very clearly differentiated from the 
trade union, and there are many hybrids brought together indis- 
cfiminately in the CTE. 

The CTE, like most Latin American labour groups, is 
dominated by certain political elements. At the moment it has a 
Socialist majority in its executive committee and a Communist 
minority. ‘There is considerable rivalry between the two Left 
groups in the unions, though there are many Socialists sym- 
pathetic to the Communists. The Socialists obtained about one- 
third of the seats in Congress at last summer’s elections. The 
Communists gained only one seat. 


Last Word with the Right 


A little to the right of the Socialists is the Radical-Liberal Party, 
the traditional left-wing group of Ecuador. It dominated the Left 
until ihe thirties and is now somewhat of a catch-all. Most 
presidents profess themselves Liberales, though usually they are 
careful not to hold a liberal party membership card. On the other 
side of the fence is the Conservative party, the strongest group 
of all, though seldom in office. Closely linked with the Church, 
it is much better disciplined than the Liberals, and usually has 
the last word in any crisis. Its support for Velasco Ibarra in 1944 
was decisive in making the revolution a success. Its failure to 
support Col, Mancheno in August of this year seems to have been 
decisive in ending his very short term of office. 

In recent years Ecuadorian politics have lived up to their 
teputation. From 1940 to 1944 the President was Dr Carlos 
Arroyo del Rio. He was in office during the short war with 
Peru in 1941 which resulted in an arbitration award giving a 
large piece of Ecuador to Peru. This won Dr Arroyo the undying 
dislike of most of his politically conscious countrymen. Attempts 
to oust the doctor reached fruition in May, 1944, when all 
parties, supported by a faction of the army, joined in a revolu- 
tionary ‘attempt which put back into office Dr Jose Maria 
Velasco Ibarra, dismissed about ten years before. He had been 
a Conservative in 1934, but during his exile in Chile and 
Argentina, as a result of close relations with the Left, he had won 
a reputation as a great Leftist and democrat. 

Most of the fighting in the revolt of May, 1944, was done by the 
members of the Left parties, and they entered the cabinet with 
representatives of the Liberals and Conservatives. A new 
constituent assembly was called, nominated by the Left, and 
produced a very advanced basic constitution. No sooner was 
the ink on it dry, however, than Dr Velasco Ibarra began to 
criticise its terms loudly, and, in March, 1946, he threw the 
Leftists out of his government, put some of them in gaol and 
sent others scurrying into exile. In August he called elections 
for yet another constituent assembly. The Left abstained, so the 
assembly was completely and absolutely controlled by the Con- 
servatives. They wrote a new basic constitution, slightly more 
conservative, and the sixteenth of that ilk. 


Dishing the Left 


But this was no sooner promulgated than Dr Velasco Ibarra 
began to be unhappy about it, too. He quarrelled particularly 
with the council of state which was set up as a watch-dog over 
the constitution when Parliament was not in session. This quarrel 
forced the resignation of Col, Carlos Mancheno, Minister of 
War, and the president’s right hand man. Mancheno stayed out 
of the government until July; 1947, when he suddenly re-entered 
the cabinet. The President’s quarrel with the council of state 
was apparently at an end. Meanwhile, in the next elections held 


under the new constitution, the Left gained a large majority, 
and the President then began to refer to himself once more as a 
“Liberal,” having for the last year classified himself as a “ Con- 
servative,” and stressed his Catholicism. 

But suddenly, in August, it was announced that the President 
had been sent off to Colombia in a military aircraft, and that Man- 
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cheno had proclaimed himself provisional President instead. After 
a short period of confusion, the Conservatives denounced the new 
regime, and counter-tevolts started in several of the garrisons 
south and north of Quito. Within ten days they had gained con- 
trol of the country, and eventually they appointed as President Dr 
Carlos Arosemena, a newcomer, who so far remains in office. 

The exact significance of these events is not clear, but there 
appears to have been a revolution of more purpose than the 
usual Ecuadorian fireworks. Some of the Socialist Party were 
fascinated by the revolution in Venezuela of October, 1945, which 
léd to wide social reforms in that country, and it is interesting to 
note that the short-lived Mancheno regime attempted to set up a 
government on the Venezuela pattern. It tried to attack some of 
the fundamental problems facing the country: illiteracy, bad 
health conditions, grinding poverty, unlimited dirt. It was, per- 
haps, because of this attempt that the Mancheno regime lasted so 
short a time. However that may be, unless some government 
does start dealing with these problems, Ecuador will continue to 
be economically and socially backward, and its politics will con- 
tunue to tickle the fancy of all those who like Gilbert and Sullivan 
brought to life. 


Stalled at Geneva 


[BY A CORRESPONDENT] 


THE famous fifth freedom of the Chicago Civil Aviation Confer~ 
ence of 1944 has frustrated the efforts of yet another erence 
on international flying. Last week a meeting at Geneva attended 
by 28 of the 44 member states of the International Civil Aviation 
Organisation broke up after failing in its purpose of preparing 
for the ICAO Assembly next June the agreed draft of a miulti- 
lateral agreement on international commercial flying. There 
was general agreement that an attempt to draw up a comprehen- 
sive multilateral agreement which left nothing to bilateral negotia- 
tion would be premature. On the scope of this limited agreement, 
however, two conflicting views emerged. 

On the one hand, Britain, France and the United States held 
that the draft agreement should provide for the automatic ex- 
change of third, fourth and fifth freedoms, the fifth being subject 
to conditions which would permit long-distance services to 
operate on a sound commercial basis. Of these freedoms the 
third and fourth permit a country’s aircraft to carry traffic to 
or from that country, while the fifth is the right of aircraft on 
long-distance routes to carry traffic between intermediate points 
on those routes. The importance of the fifth freedom lies in 
the fact that its unconditional acceptance could put the inter- 
mediate countries at a strong disadvantage compared with the 
countries operating the trunk routes. More crudely stated, it 
could give unlimited and one-sided advantages to American 
airlines. 

It has accordingly been modified since first formulated. Its 
most important modification is contained in the Bermuda Agree~ 
ment between England and America last year. Under it the 
volume of traffic between intermediate points on a trunk route 
must be related to the volume of through traffic. And the 
volume of intermediate traffic is subject to subsequent scrutiny 
and control at the request of either party. Thus the right to 
fifth freedom traffic is accepted in principle. But the amount 
of such traffic is governed by bilateral negotiation. 

This modification has been incorporated in agreements since 
made by both England and America. It seemed to offer a work- 
ing solution pending the stage when a comprehensive agreement 
could be reached. But the view of Italy, India, Egypt, Canada, 
Australia and other countries was that fifth freedom rights should 
be the subject of bilateral agreements. They considered, how-~ 
ever, that the exchange of the third and fourth freedoms. should 
be automatic. In other words, it was proposed that there should 
be no fifth freedom as of right, but only after negotiation. This 
view prevailed on November 23rd when a resolution was adopted 
permitting a State unilaterally to deny fifth freedom» rights. The 
basis of a generally acceptable multilateral agreement was then 
destroyed, and after a few. days the meeting came to an end. 

The world-wide and uniform regulation of civil flying has 
thus been again postponed. States will continue to negotiate 
their commercial rights bilaterally and piecemeal. At the next 
ICAO meeting no progress will have been registered except, as 
usual, on semi-technical matters of comparatively limited im-: 
portance. Meanwhile, there is a certain irony in the collabora- 
tion of England and America on a matter which formerly divided 
them. But these two counts‘zs..can claim that their attitude has 
the benefit of experience. 
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The Capital Cuts 


OUR months have elapsed since the Prime Minister 
announced the broad measures which the Government was 
taking to meet the economic crisis, Six weeks have passed since 
Sir Stafford Cripps described in somewhat greater detail the 
composition of the capital cuts of £200 million on which the 
Government had then decided. These are comparatively long 
intervals, during which the play of political forces and the voice 
of determined Ministers have obviously made themselves felt. 
The Government’s White Paper,* which now makes its belated 
appearance, shows many of the marks of compromise. It is an 
essay, like the “ Economic Survey for 1947,” in what has come 
to be known as “ democratic planning,” which is in danger of 
becoming a synonym for planning at half-cock on the basis of 
inadequate statistics. 

No one disputes the need to make cuts in capital expenditure, 
and no one in his senses will fail to deplore the necessity for 
doing.so.. The problem is not merely “ how much,” but. also 
“where ” and “ when.” Wholesale slashing of capital expendi- 
ture would be wasteful, because so much has already been 
started ; and it would be most threatening to the future survival 
of Britain as a major economic power. The economic necessity 
of the moment is to bring total demand for real resources within 
the limits of available supplies. The test that the Government’s 
policy on capital expenditure has to meet is, therefore, whether 
it makes an effective contribution to this end. The arithmetic of 
the case suggests that it does not. But arithmetic is not all. 
Are cuts being made in those projects which are slow to bring 
their return (projects, in other words, which at this stage of a 
boom would formerly have been postponed owing to a rise in 
the effective rate of interest) and spared for projects which can 
make a relatively quick contribution to national output ? 

This distinction bears most closely on the question of house 
building, which is in the charge of a determined Minister. If any 
one element in the capital programme is regarded as being 
immutable, then it follows that the other elements must suffer a 
disproportionate part of the cuts. But it is necessary first to 
show exactly what is meant by the cut of {£180 million—the 
revised figure which Sir Stafford Cripps publicly disclosed at 
the end of last week. That figure is the reduction in the expendi- 
ture on new investment work at home which the Government 


* Capital Investment in 1948. Cmd. 7268. 


propose for the year 1948 as a whole, compared with the total 
hitherte estimated for that year (not 1947) of £1,600 million 
It represents a reduction of 11 per cent in a figure composed 
partly of ascertainable fact, but largely of “informed guess. 
work.” Moreover, this reduction is expected to accrue very 
largely in the second half of next year ; by the end of 1948 pross 
investment is expected to be flowing at {£1,320 million. per 
annum, but the average for the year is £1,420 million. 


EstimaATED Gross INVESTMENT IN THE UNITED KINGDOM 
({ Million) 


Mid-1947; ..1948: End 1948: 
Estimated Estimated 
Annual Original Annual 
Rate borecast Rate 
GCONStEMCHIOR.. «5 + b> on since cen 850 825 700 
Plant, machinery and vehicles 610 680 525 
Shipbuilding and miscell..... 90 95 95 
Te 0. IG TS 1,550 1,600 1,320" 


A further point needs clarifying. These are figures of gross 
investment ; that is, they include expenditure on repairs and 
maintenance, as well as new additions to capital, which are nef 
investment. The official guess about the proportions between the 
two classes—repairs and maintenance of existing capital, and 
new additions—is 50:50, roughly the same division which has 
been adopted in the National Income estimates for 1946. But 
both this division, and the total of gross investment, are véty 
speculative. There are, indeed, indications that expenditure on 
gross investment has been running appreciably higher than the 
figure for mid-1947 given above and that net investment repre- 
sents a lower proportion of the gross total than the White Paper 
assumes. The Government wisely admits the fallibility of its 
figures, but it holds, nevertheless, that it must have a plan. Yet 
in some important sectors of industry, like coal and steel, the 
investment programme for 1948 has not been worked out. And 
in those sectors of private industry for which capital programmes 
have been worked out, the Government has perforce to rely on 
enlisting the co-operation of industry over much of the field 
which is not directly covered by building licences or steel 
allocation. 

Hence the capital programme for 1948 is a mixture of fact 
and token figures, to be enforced by physical controls (within 
the very narrow limits in which these can be made effective) and 





er a ee ee ee ee | 


ee Be 8 ee a eee Ae el, | ee ee” (eles eee 








= 


i 
4 
Sy 








THE ECONOMIST, December 6, 1947 


by suasion. The cuts have been expressed in global ‘money 
terms at £180 million, but their application in detail rests, not 
on budgetary or financial control, but on the allocation of 
limited supplies of key materials, like timber and steel, and upon 
the achievement of manpower targets which are set forth, not 
for the end of 1948, but for June, 1948, It is, therefore, 
extremely difficult to relate the prospective fall in gross invest- 
ment in 1948, compared with what it might otherwise have been 
in that year, to the release of labour at present employed in 
various programmes of capital works. 


This difficulty is most marked in housing. By June, 1948, 
it is estimated that the labour force for all housing purposes will 
be approximately 525,000, compared with the present level (not 
mentioned in the White Paper) of 569,000. But there is’ par- 
ticular reason for regarding statistics of the house building labour 
force with distrust, and there is no guarantee either that a fall 
of this order will take place, or that if 44,000 workers are released 
from house building they will not be siphoned off into other 
repair and maintenance work—which would mean no net release 
of building manpower for work in other industries, Housing is, 
on paper, the prime source from which labour and materials 
could be released for other construction work. But in fact the 
programme cannot be sharply cut for three reasons: a vigorous 
Minister ; the large pool of houses under construction (to which 
resources have already been committed) or under contract 
(where presumably they have not); and the limitations imposed 
on other construction work by shortage of steel. The Govern- 
ment aims at having 210,000 houses under construction in the 
middle of 1948, and 140,000 a year later, and at completing 
140,000 new houses next year. There are at present 260,000 
houses under construction (of which 100,000 are roofed) and 
90,000 under contract. The achievement of these programmes 
depends on an increase in the rate of completion (which was in 
any event to be expected in 1948) and on a limitation on the 
number of approvals for new building. Here the White Paper 
becomes quite non-committal. What is the rate of new approvals 
which is needed to secure that 210,000 houses will be under 
construction next June and 140,000 a year later? Over the 
period to mid-1949, approvals ought to average about 6,000 a 
month, which is less than half of the recent rate. And the target 
figure of 140,000 houses under construction in mid-1949 is still 
compatible—so far as can be judged from the White Paper—with 
the completion of 200,000 houses in 1949. 

It is not easy to translate these figures into money terms 
(indeed, the reluctance of the White Paper so to express them 
is in itself a matter for comment), but they do not suggest any 
material fall in the devotion of real resources to housebuilding 
during the next 18 months. In fact, if timber supplies are 
easier in the middle of next year, it seems possible that the 
programme may again be expanded in 1949. In any case, the 
estimate of 140,000 for completions next year may well be 
lower than the actual achievement, and there. is little restraint— 
apart from the overriding shortage of timber—on the Minister 
of Health to keep the approval of new building down to the level 
required to secure the mid-1949 target. On this most important 
sector of the programme, the evidence in the White Paper is far 
from clear, and the conclusion is downright woolly. 


* 


How does industry fare in this battle of doubtful figures and 
Departmental claims ? Here the limiting factor is steel. Pro- 
jects well under way and capable of contributing most to exports 
will be favoured, with preference for those in development 
areas. For the rest, no new industrial building or extensions 
will be started for “ at least six months ” ; new projects which 
have not reached the stage of erecting steelwork will be 
“reviewed ” with the object of postponing “ at least half.” 
Many of these projects are sponsored by Government Depart- 


ments. ‘Sheir pruning is measured in the White ‘Paper ‘by 
targets of manpower set for the middle of 1948, and. most of 
these show increases and not reductions. Moreover, the re- 
employment of such labour as may be displaced is not 
discussed in any detail. If labour dees not move from con- 
struction trades to match the extent of the cuts in materials, 
“alternative employment for those displaced should be avail- 
able in some of those occupations where there is an acute short- 
age of labour.” This is a self-evident conclusion, but it is 
hardly a policy. And what happens if, as the White Paper 
notes with some fear, the volume of maintenance and small 
works increases in 1948 to take up the displaced manpower 
from major projects ? This-volume must, indeed, “continue 
to be strictly controlled,” but in maintenance and smalb works 
physical controls are not very effective and financial pressure is 
the only practical instrument. It is worth noting, in any case, 
that the prospective reduction in manpower from cuts in the 
construction programmes. for industrial building, agricultural 
building, civil aviation, education, fuel and power, health, police 
and prisons, the Post Office, transport and roads, Government 
building, defence, and other building work licensed by the 
Ministry of Works amounts to a mere 7,000—ftom 392,000 
employed in June to 385,000 set for next June. 


Clearly, no major release of manpower is to be expected on 
balance by next June from the curtailment of new construction 
work, even though this is a sector where the physical controls, 
within their limitations, can be made to work. In plant and 
machinery, on the other hand, controls have been largely 
removed, though the Government can influence the programmes 
of state-owned industries and public utilities. Investment in 
machinery by private industry is not controlled, save to the 
extent that specialised machinery can be earmarked for export 
and denied to home industry—which raises the associated 
problem of the efficiency of the export controls. The “ general 
purpose” plant (such as electric motors and pumps) is impos- 
sible to control, and the Government “ will rely for the present 
on the good sense of industry following a policy lead.” Given 
a vague directive of this kind, the difficulty for the private 
industrialist—and it is a genuine one—is to make any useful 
distinction between what is profitable to him and what may be 
desirable in the larger public interest. 


The investment programme in plant, machinery and vehicles 
is analysed in detail below: — 


ESTIMATED Gross INVESTMENT IN PLANT, MACHINERY AND VEHICLES 
IN THE UNITED KINGDOM 
(£ Million) 
Mid-1947: 1948: End 1948: 
Estimated Original Estimated 
Annual Forecast Annual 


Rate Rate 
Specialised plant :— 


(a) Utilities, coal and steel 135 180 
(b) Private sector ........ 65 590 50 
Other machinery ........... 275 240 
Road vehicles... . 6.4.4 +020 135 90 55 





Totes hie. Ve 610 680 525 


Without a division of the figure of £590 million “ originally 
forecast ” for plant and machinery nexe year, it is quite impos- 
sible to judge what the revised programme means in terms of 
capital projects in the private sector which have already been 
announced, but are now due for modification. On the railways, 
the full programme of 600 locomotives and 48,000 new wagons 
is to proceed, but the building of coaching stock and the over- 
taking of arrears of renewals (as distinct from current main- 
tenance) are to be curtailed. These decisions sound reason- 
able. A major revision in the electricity generating programme 
should speed up the installation of new plant next year and in 
1949, at the expense of reducing the capacity to be installed in 


930 


later years ; the remaining production is to be turned over to 
exports—another instance of the short commons on which 
British industrial capital will have to live during the next few 
years. The same point arises in connection with specialised 
industrial plant, where “ production represented by 60,000 tons 
of steel” is to be turned over to export, and with road vehicles 
for business use. For coal and steel, the plant programmes 
have yet to be worked out. On shipbuilding, the Government 
has resisted American criticisms, and is going ahead with a 
contracted programme within the (unstated) supplies of steel. 
A start will be made on the oil refining programme, but cuts in 
telephone work will mean a loss of efficiency which will be felt 
“for some years.” 


Future of the 


HE financial agreements recently negotiated with three 

members of the sterling area (or of the “ Scheduled terri- 
tories ” as now defined by the Exchange Control Act), namely 
South Africa, Eire and Iraq, provide some guidance to 
the changes in the character and operation of the sterling area 
mechanism that may have followed the suspension of convert- 
ibility of sterling. The agreements are the forerunners of others 
that remain to be negotiated with other members of the sterling 
area. All three were negotiated after the suspension of con- 
vertibility. In part they are designed to record the agreements 
reached among the countries concerned to economise dollars 
to the largest possible extent. But the more interesting features 
of the agreements are those which refer to the allocations of 
hard currencies to these countries out of the sterling area 
pool and which determine how far this recourse to the pool can 
be financed out of the accumulated sterling balances held by 
these countries. 

As these three agreements have been negotiated since the 
suspension of convertibility, they should be studied for the light 
they may throw on the nature of sterling area relationships under 
the new ordinance. Throughout its long and somewhat ill- 
defined history the sterling area has always been a wholly 
voluntary association of countries which, for obvious reasons 
of convenience and self-interest, found it desirable to maintain 
their currencies stable in terms of sterling, to keep their ex- 
ternal cash reserves in London, and to treat London as a bank- 
ing intermediary in their dealings with non-sterling countries. 
Needless to say, the system developed because sterling was an 
internationally acceptable currency which in case of need 
could always be converted into other currencies, or even, if 
required, into gold. In other words the convertibility and world- 
wide acceptability of sterling were of the essence of the sterling 
area system. 

The war brought considerable changes to the system. It 
caused most of the neutral countries which previously adhered 
to it to withdraw. To what remained it gave, for the first time, 
a statutory definition. For the first time also, it gave the sterling 
area crrangements a tinge of discrimination. This was inevit- 
ably introduced by the need to erect a system of exchange 
control between sterling and non-sterling currencies, and by 
the obvious advantages of leaving payments free, whether for 
current or for capital purposes, within the sterling area itself. 
In all other essentials, however, the war left the sterling area 
machinery unaffected. The individual countries continued to 
bank with London. They remitted their foreign exchange 
earnings to the central sterling area pool and, in turn, depended 
on that pool to supply them with the hard currencies they 
required. Ali members of the sterling area naturally understood 
the need to economise in their hard currency expenditure. Their 
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The broad conclusions from the White Paper can be stateq 
simply. It seems only too probable that industrial capital jy 
to be the residuary legatee. Housing comes first, and may 
indeed increase its calls on labour if timber supplies should 
increase. The claim that the programme will make a very 
jarge contribution to the capital equipment of the country 
compared with what was accomplished in more normal times 
before the war seems very doubtful. At least, it is by no means 
proved in the White Paper. There is an overwhelming 
probability that the creation of mew industrial capital, which 
alone can provide the backbone of a healthy British ecogomy, 
is being reduced to a dangerously low level. In short, the cuts 
as a whole are too small, and they are likely to be concentrated 
on what ought not to be cut. 


Sterling Area 


relations with the sterling area dollar pool were, therefore, based 
on a gentleman’s agreement, in which of course their good 
behaviour was to some extent guaranteed by the fact that the 
allocation of materials and shipping during the war was essen- 
tially under inter-Allied control. With the end of the war the 
position continued unchanged except that some of the countries, 
notably Egypt and Iraq, were given specific quotas of hard 
currencies instead of retaining the automatic right they had 
until then enjoyed to dip into the sterling area dollar pool, 

Even during the war the essential elasticity and voluntary 
character of the sterling area system remained its basic charac 
teristic. There was no compulsion on members to remit their 
earnings of dollars and other foreign exchange to the central 
pool, although in fact they all did so. Each member retained 
complete autonomy in the operation of its own exchange control. 
There was no complete pooling of gold reserves. South Africa 
maintained her own substantial independent reserve and small 
amounts of gold were also held by other members of the ster 
ling area, including Australia and Eire. The only attempt made 
to obtain conformity in the sterling area arrangements was that 
of the Anglo-American financial agreement, which endeavoured 
to dictate what.arrangements should be made between the 
British Government and the other members of the sterling area 
regarding the funding and release of accumulated sterling 
balances. These arrangements were to be so designed “ that 
any discrimination arising from the so-called sterling area dollar 
pool will be entirely removed and that each member of the 
sterling area will have its current sterling and dollar receipts 
at its free disposition for current transactions anywhere.” This 
clause has, of course, met the fate of many others in the agree 
ment and the events of August 2oth last have gone far to nullify 
it. This also applies to the guidance given in the Anglo-American 
financial agreement regarding the manner in which accumulated 
sterling balances are to be treated. In no case has it yet been 
found possible to induce any sterling area country holding 
large sterling balances to accept the writing down of its claim. 
The only conceivable exceptions to this are the free gifts of 
£20 million and £10 million respectively made by Australia 
and New Zealand. 

The agreement with South Africa which was announced last 
October makes some interesting departures from the general 
principles which, until then, had been deemed to characterise 
sterling area relationships. The most important in this respect 
is the provision that from the date of ratification of the agree 
ment, which should be early in January, 1948, the Union of 
South Africa will bear full responsibility for its own dollar 
expenditure. Until now South Africa has undertaken to sell 
certain annual quotas of newly mined gold to Britain, the figures 
for 1946 and 1947 being around £80 million each. In exchange 
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for this South Africa has had access to the sterling area dollar 

|, and has used this to a considerable extent, namely 
$50 million in the half-year to June 30, 1947. By the new agree- 
ment South Africa is to make an immediate gold loan of {80 
million, which will replace the present gold sales contract, but 
at the same time will sever the link between South Africa and 
the sterling area dollar pool. Since South Africa retains direct 
responsibility for its dollar expenditure, it will presumably 
retain independent control of its dollar earnings, 

The other feature in the agreement with South Africa which 
appears to pull away from preconceived ideas of sterling area 
relationships is that exchange of information is to be pro- 
vided between the two governments on the movements of capital 
between the Union of South Africa and other parts of the 
sterling area. The two governments have also undertaken to 
consult on the measures which may be necessary to control or 
prevent movements of capital from the United Kingdom to the 
Union of South Africa. Even though this control will apply only 
to movements “ which are not required for any useful economic 
purpose in the Union” it will, if implemented, drive a first 
wedge into the principle of complete freedom for capital move- 
ments within the sterling area. 

The agreement with Eire which was announced on November 
13th was mainly concerned with commercial matters, but also 
dealt with Eire’s dollar requirements. Under the agreement it 
was decided that the Government of Eire, with a view to con- 
serving the dollar resources of the sterling area, would effect 
a substantial reduction in its drawing of dollars from the dollar 
pool. For the first time Eire was allocated a quota of hard cur- 
rencies, albeit one which was not strictly defined. It was laid 
down that for the period October 1, 1947, to June 30, 1948, 
Eire’s drawing of dollars from the dollar pool would equal no 
more than £14 million, plus Eire’s dollar earnings. This indi- 
cated the extent to which Eire would be allowed to finance her 
dollar purchases by drawing on sterling balances. The interest- 
ing feature of this definition is that it appeared to hint at the 
possibility of Eire’s maintaining control of its direct dollar earn- 
ings. This, however, is not the correct interpretation of the 
formula. In effect, Eire will continue to put its hard currency 
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income into the pool, but it has, by this agreement, acquired 
a guaranice that it will be allowed to withdraw from the pool 
whatever sum is paid in plus the equivalent of £14 million. — 

The same principle makes its appearance in the agreement 
with Iraq, which was signed a fortnight later. Under this agree- 
ment, Iraq is given a hard currency quota equivalent to 
£5,570,000 per annum, which is to include Iraq’s own earnings 
of hard currencies. In effect the greater part of this quota will 
have to be provided out of Iraq’s sterling balances, since that 
country’s direct dollar and other hard currency earnings are 
much smaller than this figure. 

The main lesson taught by these three post-convertibility 
agreements with sterling area countries is that, despite the shock 
of August 2oth, despite the dire pressure on the central. gold 
reserve, the sterling area remains, in essence, what it always 
has been—a voluntary association of countries bound to act as 
they do by ties of self interest (given its widest interpretation) 
and not by a rigid set of rules. The three agreements show 
some departure from previous practice and to that extent reveal 
the essential flexibility of the sterling area conception and 
mechanism. There must have been grave temptation, given 
the extremity of Britain’s position and the pressure put on an 
exiguous reserve to try to flog the sterling area into a more 
cohesive team, transforming into defined obligations what its 
members have hitherto done voluntarily. It is reassuring to 
see from the evidence of these agreements that this temptation 
has been successfully resisted. The sterling area is, in many 
respects, a monetary counterpart of the political relations of 
the Commonwealth. The strength of both lies in the looseness 
of the bonds that hold them together. An apparent price may 
sometimes have to be paid for the looseness and lack of defini- 
tion of these systems. In political terms it meant a neutral Eirc 
during the war, and the weakness of Allied control over the 
Western approaches. In monetary terms the complete autonomy 
of the sterling area members may, for a time, involve the need 
to control the free flow of funds within the area. But few can 
doubt that the prospect of an enduring sterling area, assuming 
of course, a sterling which commands confidence, is dependent 
on the voluntary co-operation of its members. 


Business Notes 


Repaying Conversion Three Per Cents 


Notice of redemption of the £302 million of 3 per cent 
Conversion Loan, 1948-53, on March Ist next—the earlecst 
optional date—was duly given at the end of last week and, as 
had been generally expected, no offer of conversion into any new 
or existing stocks has been made. But although the announce- 
ment thus sets at rest the fears which so upset the gilt-edged 
market ten days ago, it has entirely failed to arrest the down- 
ward trend. This week’s further decline in prices becomes, in- 
deed, the more striking when viewed in the light of the recent 
revision of earlier estimates of the amount of maturing stock which 
has already found its way into official hands. Before the an- 
nouncement, it had been widely assumed that the official holdings 
accounted for at least two-thirds and perhaps for fully three- 
quarters of the total ; but last week-end it was reported—and the 
report is believed to be well-founded—that the internal holdings 
amounted to no more than £120 million, It seems possible, how- 
ever that this last estimate did not take into account holdings of 
public bodies which, though not technically agencies of the British 
Government, are known none the less to follow an investment 
policy which conforms to that of the Treasury. This applies par- 
ticularly to the various Currency Boards, some of which are known 
to have had substantial holdings of the 3 per cent stock. Well- 
informed observers in the market are now disposed to. put the 
Official! holdings, in this wider sense, at roughly one-half, and 
perhaps rather more than half, of the total. 

The potential support for the gilt-edged market as a result of 
this operation may, therefore, be somewhat larger than was at 
first supposed. But even if the outside holding at the date of the 
announcement was still as large as £150 million, it would be easy 


to exaggerate the prospective benefit to the gilt-edged market as 
a whole. A proportion of the outside holdings certainly com- 
prises those of the banks and other financial institutions which 
have been running.the bond as a “ short,” and if these institutions 
elect to reinvest in advance of redemption, their operations will 
hardly provide any direct support for the medium and longer- 
dated stocks. The authorities themselves are, of course, ready 
buyers of the maturing stock on the exiguous redemption yield 
basis (hardly more than three-quarters per cent) which, virtually 
as a three months’ bill, it now commands. But, unless the authori- 
ties are determined to exert the meximum leverage on-the market 
position by deliberate further creation of money, they are likely 
to regard any such investment demand as this as an opportunity 
for effecting further sales of their own holdings of short bonds. 
Meanwhile, for the more speculative type of gilt-edged operator, 
there is still scope in the discounts at which the Rail Transport 
stocks are quoted—despite the large switching from short bonds 
which was noticeable recently. 

The chances that reinvestment demands created by this repay- 
ment will significantly alter the prospect for the Transport com- 
pensation stock are therefore quite slender. After this week’s 
further falls in the market, a redemption yield of rather more 
than 3 per cent can be obtained on dated stocks with a maximum 
life of 18 to 28 years (3 per cent Savings Bonds, 1967-75, yield 
to final redemption, £3 os. 4d. per cent at 1oo}). Unless the 
trustee and other private holders of the maturing stock come 
rapidly into the market, it seems clear that further official support 
will be needed even to establish firmly a 3 per cent basis for the 
Transport stock operation. hile, on Wednesday next 
week, when the end-year three-week Stock Exchange accounr 
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opens, operations “for the account” in Rail stocks will be con- 
ducted in terms of the new Transport stock to be issued on 
January 1st; dealings will therefore be free of stamp and fee. 
And, on the previous day, details will be published of the arrange- 
ments for the exchange of railway securities into the new Trans- 
port Stock. 


* * * 


A New CIC Directive 


A revision of the last formal “ Memorandum of Guidance * 
to the Capital Issues Committee was long overdue, for no fresh 
instructions had been transmitted by the Treasury since the end 
of hostilities. Sir Stafford Cripps has. therefore inevitably made 
the announcement of the investment cuts—fully discussed in an 
earlier article this week—an occasion for issuing a supplementary 
memorandum. It is a brief and rather inconclusive document, 
in that it refrains from substituting any list of priorities for 
those set out in the 1945 White Paper [Cmd. 6645). In a negative 
sense, however, the new instructions are fairly definite and 
clear. In effect, the Committee ts enjoined to refuse permission 
for capital outlays unless they fall into one of two categories. 
The exceptions are, first, outlays which promise “es considerable 
return ” in increased exports or saving of imports from “ difficult 
sources and, secondly, those for basic industries such as agricul- 
ture, coal and steel production. By implication, therefore, the 
new instruction excludes certain categories from the list of eligible 
outlays set forth in 1945, when it was said that consent would 
“usually” be given to issues—among other listed objectives— 
for the development areas, for public utilities and housing associa- 
tions, transport, catering and a miscellaneous category which, 
though not specifically defined, included such objectives as manu- 
facture of personal clothing and household furnishings, 

Much more important than these oblique indications of 
priorities is the procedure by which the control is to be enforced. 
In the past, the Committee was expected to seek and heed the 
advice of the appropriate Government department when dealing 
with applications, but now this provision is reinforced and 
tightened up. The Committee is told bluntly “ not to recommend 
consent, except to the extent to which they are definitely 
assured by the terms of the Departmental reports that the scheme 
is in full accord {italics not in original] with the revised general 
programme of capital investment.” Neither the memorandum 
nor Sir Stafford Cripps’s statement makes any reference to the 
position of issues required for purely financial purposes as 
distinct from fresh capital outlay. Presumably, therefore, per- 
mission will ordinarily be granted, as in the past, for issues 
required for the renewal or replacement of maturing obligations 
and also, subject to the normal criteria of the state of the new 
issue market, to optional conversions. 

‘he new memorandum, like the old, does not refer to the 
position of the banks, but Sir Stafford Cripps stated that, “ as 
regards bank advances . . . the banks will be asked to observe 
the intentions of the new memorandum.” Up to the moment of 
going to press no such request had apparently been made, and 
some circles were wondering whether the banks were to be 
brought more formally within the ambit of the control than they 
have been hitherto. Both at the outbreak of war and in 1945, 
however, the authorities requested the banks to adhere in their 
advances policy to the principles and spirit of the capital issues 
control, and Sir Stafford acknowledged that in doing so they 
had rendered “most valuable help in restricting credit facilities 
to conform with the general policy of the Government.” There 
seems no reason to suppose that the authorities are contemplating 
any more restrictive arrangements now. Jt would be quite im- 
practicable and wholly unreasonable, for example, for the banks 
to be expected to seek the approval of the appropriate Depart- 
ments when dealing with the generality of applications for 
advances. Presumably it will be left to their discretion to do 
so only in those instances in which they feel the need of official 
guidance to enable them to coystrue the regulations in any 
particular case. 


+ * * 


Sharing of Stock Exchange Commissions 


Important amendments to the rules governing the sharing of 
brokers’ commissions have been passed by the Stock Exchange 
Council subject to confirmation on December 22nd. Their effect 
is that rebates of commission will not be made as from the begin- 
ning of 1949 to accountants, solicitors, the trustee departments of 
banks and insurance companies, and the Public Trustee. In addi- 
tion, the registration fee for inclusion on the register of agents is 
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to be raised from £3 3s. 10 £52 10s., while the annual fee for 
attachés is to be raised from £3 38. to £26 5s. 


yy 


Thus the proposal amounts to restricting the qualification for 
inclusion on the register of agents, and also to the exch” 
sion of small agents by faising the registration fees to effective” 
instead of nominal levels. These steps will enable a rtevisigg» 
of the agents’ registers to be made for the first time for ' 
years. It is stated that proposals are designed to restrict the 
sharing of commissions to those agents who can be regarded gs _ 
originating sources of new business for the Stock Exchange, and 
to exclude from the system those agents whose business in the” 
past has been relatively small or which would have flowed avito. 
matically to the House. Evidently the move can also be regarded 
as an attempt to put the stockbroker on the same sort of footing, 
so far as the sharing of fees is concerned, as a member of any. 
other profession. A number of important issues arise from the 
proposals, and the Council has been wise to allow three weeks for 
their consideration. Some of these issues must be deferred for 
later discussion in The Economist. 


* * * 


Advertising ‘Tax Withdrawn 


Sir Stafford Cripps is to be congratulated upon his decision 
to drop the budget proposal to “ tax” expenditure on advertising 
by the device of disallowing a proportion of it from ranking as a 
charge in the computation cf taxable profits. The Economist has 
never shared the quite widespread view that a tax on advertising 
is objectionable in principle ; but it is quite clear that the system 
actually proposed would have been difficult to administer, and the 
exemptions which alone could have prevented it from hampering 
necessary advertising would have involved arbitrary decisions, 
It was arguable, too, that the effective rate of tax was excessive, 
More important, however, than these considerations is the prob- 
ability that the plan would not in fact have achieved the primary 
objects which the Government had in view—the saving of labour 
and materials employed in advertising, and the avoidance of 
incitement tO consumers to try to buy goods which are in short 
supply. 

The Chancellor has acted wisely, therefore, in accepting the 
offer, made through the FBI, to work out a plan to achieve 
these ends by a voluntary scheme. The working committee which 
is to be charged with this task will represent the Association of 
British Chambers of Commerce, the National Union of Manu- 
facturers, the various advertising associations and the principal 
associations of the press. This retreat from fiscal action. will 
impose no burden on the revenue in the current year, but for the 
year 1948-49 the hypothetical loss will be £10 million, thus further 
whittling down the very moderate addition to tax revenue for 
which the autumn budget provided. In this matter the new 
Chancellor has perhaps shown a greater flexibility of mind than 
his predecessor might have done, but his retort to Mr Oliver 
Stanley’s rather double-edged congratulation to him on this issue” 


plainly shows that this action is not a preliminary to any general 
reversal of Daltonian policies. 


* * *® 


Heavy Gold Sales 


The monthly Treasury statement on sales of gold and pul- 
chases of dollars from the International Monetary Fund shows 
that in November these totalled £63 million, of which £48 million 
represented gross sales of gold and the balance a further purchase 
of $60 million from the IMF. These are unexpectedly large 
figures and indicate a persistence of the dollar gap at a figure 
little different from what it was in the previous month. If © 
the £63 million dip into final reserves there is added the {10 
million withdrawn from the Canadian credit between November 
1st and 30th, the rate of dollar drain for the month will be found 
to be somewhat higher than the’ figure of $70 million a week at 
which Mr Dalton said it was running in September and October, 
The details of gold sales and dollar purchases from the IMF 
since the suspension of convertibility are as follows: - 


in £ millions 
Gross Gold Dollar Purchases Total 
Sales from IMF 
September .....0....... 20 15 35 ‘ 
Cupblee sls. :h019 35 30 6 ss 
November _.......iho0.2 48 15 63: -: 5% 
Three months ............ 103 60 163 


If to the September figure is added the £37} million withdrawn’ 
from the US line of credit on August 20th for meeting future: 
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commitments, it will be found that the dollar drain in thése 
three months has been fairly constant, 


Since the gold reserve was stated to be about £600 million 
towards the end of August, the present total, allowing for pur- 
chases of South African and othe: newly mined Empire gold, 
should now be somewhat in excess of {£500 million. Within the 
next few weeks this reserve will receive an £80 million reinforce- 
ment from the South African gold joan, but it will thereafter 
be deprived of regular accretions from newly mined South African 

The British purchases of dollars from the IMF have now 
reached $240 million and exceed by $25 million the amount of 
exchange Britain can acquire without incurring expense other 
than the initial and once-for-all } per cent service charge (namely 
$208 million, being the equivalent of Britain’s gold subscription 
tw the IMF, plus $7,000,000, the amount of sterling bought from 
the IMF by the Netherlands). The total quota of foreign cur- 
rency Britain can purchase against sterling during any twelve- 
month period is one-quarter of its quota, namely $325 million. 
Three-quarters of th:s has thus been exhausted in three months. 
The “ruinous” rate, as Mr Dalton described it, at which the 
dollar drain was running more than a month ago shows no sign 
yet of falling. And there is no “convertibility” scapegoat on 
which to heap the blame. 


* * * 


Odeon Purchase Doubts 


The reticence of Mr Rank on the financial position of General 
Cinema Finance Corporation following continued criticism of the 
purchase contemplated by Odeon Theatres has been in no way 
mitigated by the sharp rise in the price of the ordinary shares of 
Odeon Theatres this week or by the publication of the net profit 
figures of Gaumont British Picture Corporation for 1946-47. At 
one time it was suggested in the market that dealings in the 
shares of Odeon Theatres should be unofficially suspended, but this 
drastic step was not taken and no doubt buying of the shares, 
of which some ninety per cent are held within approachable reach 
of Mr Rank, was intended to allay any doubts about their funda- 
mental strength. The Gaumont British figures which show net 
profit to have risen from £469,509 to £557,673 are useful as far 
as they go, but they ‘do not disclose the trading profit. And at 
this week’s meeting of Provincial Cinematograph Theatres, which 
is controlled by Gaumont British, Mr Rank stated that owing to 
higher costs and smaller attendances a lower rate of earnings was 
to be anticipated ; only a much reduced provision for taxation 
enabled the company to show a higher net profit for the year 
and the full accounts of Gaumont British are likely to show a 
similar pattern. 


But even the disclosure of the trading position of public com- 
panies controlled by General Cinema Finance Corporation would 
be no substitute for the information required of General Cinema 
Finance Corporation itself, which is known to play an important 
role in the general finance of the Rank organisation as a whole. 
Mr Rank has remained firmly silent on this point. Is this a case 
where it might become reasonable to invoke one of the powers of 
the Board of Trade (under Section 43 of the Companies Act which 
came into effect last Monday) to appoint an inspector if it appears 
to the Board that there are circumstances suggesting that the 
members of a company have not been given all the information 
with respect to its affairs which they might reasonably expect? 
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This course has already been suggested by some critics of Mr 
Rank’s proposal and if he remains unwilling to disclose what 
Odeon shareholders will be acquiring and denies them an up to 
date consolidated balance sheet and profit and loss account for 
General Cinema Finance Corporation pressure for a Board of 
Trade investigation. may well increase. The determination of Mr 
Rank to carry through the deal and to say so little about it is 
beginning to suggest that the supply of films for the Odeon group 
may be only one—and perhaps not the main—factor in the plan. 


* * * 


Coal Exports at Last 


It is good though belated news that coal exports to Europe 
are to be resumed, even though a regular export programme 
cannot yet be started. The Ministry of Fuel and Power has this 
week given the National Coal Board discretion to ship occasional 
cargoes to the other 1§ countries which met in Paris on the 
Marshall offer. Thus, although the arrangements may be tenta- 
tive, one of the biggest steps in the economic and political recon- 
struction of Europe is now coming into operation. Europe may 
now entertain serious hopes of coal from Britain—provided that 
the longer week in British coalfields, coupled with new recruit- 
ment, produces a steady expansion in output to meet the 10 
million tons which Britain hopes to export in 1948. Meanwhile, 
some progress is being made in supplying .coaling stations with 
bunkers, which should steadilv relieve the dollar cost of bunkering 
with coal from the United States. 


Coal production for the week ended November 29th totalled 
4,263,200 tons, compared with 4,245,300 tons a week earlier. Open- 
cast production was slightly higher at 206,800 tons, contrary to 
the anticipated seasonal trend, but deep-mined output increased 
by 16,300 tons from 4,040,100 to 4,056,400 tons, despite the addi- 
tional loss of 14,500 tons by stoppages and breakdowns compared 
with the previous week. The coal allocations are based on an 
estimated weekly production, in weeks free from statutory holi- 
days, of 3,900,000 tons. Over the last few weeks, since overtime 
working got into its stride, there has been a weekly margin ‘of 
300,000 to 400,000 tons, a portion of which has already been ear- 
marked for overseas bunkers. Bunker coal must obviously con- 
tinue to take priority over other exports owing to its value as a 
dollar saver. 


The Ministry of Fuel and Power has wisely underlined the 
possibility that exports to Europe will at first be small and 
irréguiar. It will be time to talk of a coal export programme 
when overtime working has been running longer, when winter 
sickness among miners and the effect of statutory holidays is 
known—and, most important, when the full effects of transport 
difficulties can be measured in terms of movement of coal from 
the pit heads. ' 


* * * 


Inter-European Clearing 


The suggestion made by the committee of European Economic 
Co-operation that part of the task of economic rehabilitation 
should be the rebuilding of the machinery for multilateral pay- 
ments within Europe, has now taken definite, though as yet modest 
shape. Following the issue of the Paris report, a special com- 
mittee on payments agreements held two meetings, the outcome 
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of which was an agreement for multilateral monetary compensa- 
tion which was signed in Paris on November 18th by the Belgian 
Government (acting also for Luxemburg) and the French, Italian 
and Dutch governments. In this agreement the signatories under- 
took to carry out multilateral compensation every month. The 
first of their meetings to discuss the machinery of these clearing 
arrangements was held at the Bank for International Settlements 
in Basle. This institution is to be entrusted with the function of 
agents for compensation. At this meeting observers attended on 
the part of Denmark, Greece, Norway, Sweden, Switzerland, the 
United Kingdom and the United States. Four of these coun- 
tries (Denmark, Norway, Sweden and the United Kingdom) sig- 
nified their adhesion in principle to this agreement as “ occasional 
members.” 


The machinery of multilateral compensation which will begin 
to function at the beginning of 1948 will operate on the basis 
of monthly information which is to be sent to the BIS both by 
permanent and occasional members regarding their mutual current 
payments. The BIS will collate this information and will then 
study what compensations are possible as between the balances 
that will have accrued to the members. 


All members will normally be represented at the monthly meet- 
ings at which the compensations are to be arranged. The per- 
manent members have undertaken to accept the clearing instruc- 
tions given at these meetings. The occasional members will follow 
the guidance from Basle only if it suits them to do so, but they 
have undertaken to make their decisions known within 48 hours. 
They have, moreover, allowed it to be known that they enter the 
scheme with every possible sympathy and readiness to help. If 
Britain has been deterred from becoming a full member imme- 
diately it is because recent experience has somewhat damped its 
ardour for any scheme which involves automatic transferability 
of sterling between non-sterling countries, or which places in the 
hands of an extraneous authority the power to decide what ster- 
ling shall accrue to other countries. 


The compensation scheme is not to be endowed with any spe- 
cific allocation of dollars. The basis of the scheme is still to be 
found in the bilateral pacts between various European countries 
under which payments are effected in gold or dollars as soon as 
certain limits in their respective holdings of currency balances are 
passed. These limits have, in some instances, been raised, as 
may be seen from the terms on which payments between Britain 
and the European countries have been renegotiated. But the ulti- 
mate obligation to pay in gold remains and will come into opera- 
tion whenever the new monetary compensation puts into the hands 
of any member country more of the currency of the others than 
it has undertaken to hold. It follows that the agreement will 
operate smoothly only if inter-European payments are maintained 
in comparative equilibrium. The inclusion of any country which 
is persistently a debtor or creditor towards the rest of the members 
would soon wreck the scheme, 


A BIS “Come Back” 


One of the more interesting aspects of this highly important 
development is the return of the Bank of International Settle- 
ments to the business of inter-Central Bank clearing, a sphere 
from which it was thought that the BIS had been banished by 
the bigger and more streamlined International Monetary Fund. 
The IMF, however, is not in a position to handle a purely regional 
scheme of this kind and is in any case too far removed from the 
field of operations to intervene with the required speed and effi- 
ciency. This will be by no means the first international clearing 
scheme that will have been operated by the BIS. From the 
early years of its foundation the BIS operated a gold clearing for 
a number of central banks. The intervention of the BIS in the 
European monetary compensations is to be purely in the guise of 
an agent. It will mot keep the clearing accounts nor will its 
directives be other than those which are reached by normal 
majority decision at the monthly meetings in Basle at which all 
the signatories of the agreement will be represented. The success 
of the clearing will depend first on the extent to which inter- 
European payments can be maintained in rough equilibrium, and 
secondly, on the margin of elasticity which will be provided by 
the member countries’ reserves of gold and dollars. To this 
extent the success of the scheme can be said to depend on 
adequate aid from the United States through the European 
Recovery Programme even though no part of that aid is made 

_ specifically available for underpinning a multilateral compensa- 
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Royal Dutch Rights a 


The Dutch regulations which prevent foreign holdety y 
Royal Dutch shares subscribing for the new shares out of th 
proceeds of sales in Holland of rights to the issue seem to hay 
a dual purpose. It appears that the object is first to collesy 
much additional foreign exchange as possible from the issue; ani 
secondly to ensure that foreign holders contribute their full quoy 
of new capital. It is intended that only part will be subsepipe 
by resident holders of the shares and by sales either of securitis 
or Royal Dutch mghts in Holland by non-residents. Sales jy 
Holland of rights or other securities by non-residents must be se. 
invested in non-international securities. The view of the Néther. 
lands is understandable, but the measures have had a bad pp. 
ception in international financial circles, especially in the Unite 
States and Switzerland, where Royal Dutch shares have an g. 
tensive currency. As a consequence of the regulation, a high 
discount has been established in the price of rights on the «. 
changes outside Holland. In New York discounts have fisen 
to 75 per cent on the rights and 60 per cent on Royal Duth 
shares. 


To prohibit the use of the proceeds of the sale of rights’ by 
foreign holders of Royal Dutch to purchase international secur. 
ties is certainly one way of canalising foreign capital into th 
Dutch domestic capital market, and the Dutch authorities hav 
taken full advantage of the possibilities presented by the new 
issue. Nevertheless, foreign holders seem to be shy of the 
alternative offered them, for although the value of the fights is 
substantially higher in Amsterdam, it is probable that the induce- 
ment offered will not be sufficient to bring many foreign sellers 
to avail themselves of it. At the present time Holland does no 
present any outstanding advantage as a temporary lodging place 
for money from hard currency areas, and with the additional risk 
of having funds there frozen indefinitely, foreign holders of Roya 
Dutch rights have reason to be more willing sellers in other 
centres. As it is, Certain international centres, London among 
them, are providing facilities for holders of Royal Dutch shares 
to subscribe for the new shares, and that should assist the success 
of the Dutch part of the issue. 


* * * 


Canada’s Import Ban 


Latest news from the Anglo-Canadian commercial talks in 
Ottawa suggests that serious difficulties have been encountered. 
The British negotiators are primarily bent on saving dollar ex- 
penditure. There have, therefore, been attempts to cut some 
of the less essential foods that Britain had contracted to buy 
from Canada, including the processed foods allowed under th 
“token” import scheme. The Canadians have countered with 
the contention that the food programme must be seen as a whok 
and that if Britain tampers appreciably with any part of it the 
rest, and in particular the wheat contract, may have to be re 
considered. No doubt the goodwill and generosity which have 
marked all financial and commercial negotiations between the two 
countries in the past will again intervene and provide a. sali 
factory compromise. But never before have these qualities had 
to surmount such obstacles. Britain must curtail her net deficit 
with Canada, of which 50 per cent is payable in US dollars, and 
Canada, for its part, must cut its deficit with the United States 
which has recently been running at an annual rate of over 


million and is pressing against a gold reserve of no more tha 
$500 million. 


To reconcile these two needs without. unduly _ strangling 
Anglo - Canadian trade would tax the ingenuity @ 
any set of negotiators. There is one aspect of Canada’s recemt 
defensive measures against the dollar shortage which, howevel, 
appears less than helpful in dealing with the Anglo-Canadim 
problem. That is in the non-discriminatory application of t 
import prohibitions that were announced on November 16} 
The restrictions on imports include outright prohibition of 3 
wide range of goods, most of them already produced in Canad 
It includes such items as jewellery, confectionery, : 
radios, washing machines and furniture. For the time beim 
motor vehicles have been included in this list, although it is d 
intention of the Canadian Government to rep 
prohibition of motor vehicle imports by a ictive quot 
system. The quota system will be based on prewar trade, bu 


will allow some flexibility. ‘The prohibitions, however, af ® 


apply to imports from all countries. In other words, in an ¢80 
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to keep out American goods, Canada will also be keeping 

British goods and will thus tend.to accentuate the vere dificulties 
with which Canada and Britain are now faced. This is so clear 
a case of non-discrimination acting in a negative and restrictive 
sense that it should not be difficult to persuade the US Adminis- 
tration, for whom no doubt the gesture was. primarily intended, 


that this is an occasion on which the theory of iscriminati 
might be relaxed a little. RORY. OF Bon hactientantion 


* te * 


Towards the Export Target 


The Board of Trade is to be commended for issuing statistics 
showing the progress of different industries towards their export 
targets. In the accompanying table the volume index for the 
main exports is shown for the three months August-October, 
compared with the mid-1948 target and’ with the third quarter 
of this year. The export values in the fourth quarter of 1946 are 
also given. A three months’ moving average has been adopted 
for greater accuracy and to show the trend more clearly. 


The progress made so far has been slight. The full effects of 
the new drive ‘may not be apparent for some time to come, but 
June is only eight mogths ahead. Exports of metals and metal 
goods showed no change during the period August to October, 
in spite of an appreciable increase in shipments of vehicles.. This 
latter gain was offset by smaller exports of machinery—which 
forms one of the spearheads of the new drive—iron and steel and 
other metal manufactures. The vehicle group has so far made 
satisfactory progress, but the motor-car industry is entertaining 
serious doubts about future expansion, as many overseas markets 
are being closed to “ non-essential” goods. Exports of machinery 
will have to expand by a third over their present volume to achieve 
their target ; in this they may be aided by the new capital cuts, 
but nevertheless theirs is a stupendous task. 


In the textile group, all categories except woollen and worsted 
goods showed an increase compared with the third quarter, but 
the gap between the present volume of textile exports and the 
mid-1948 targets is even greater than in the case of metals. More- 
over, the discouraging labour recruitment and the unwillingness 
of the cotton workers to work a longer week suggests no chance 
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of a rapid expansion in exports except at the expense of the home 
market. Among the other export items, paper and cardboard 
alone were almost at their target level—in the third quarter they 
were above it—but they form a small proportion of total imports. 


Exports oF Matn MANUFACTURES 


Vere Index Numbers, 


Value of th Qtr., 1946100 


Description 
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Non-ferrous metals 
Machiner 
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Vehicles (excl tyres and tubes) 
Other metal manufactures 
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Cees BO. os tah vie cena wea . 105 

Woollen and worsted goods ......... 12-81 103 103 164 
Appeal 2655 ENR . 1 Gc GRA 10-50 65 67 89 
Omer ere 13-58 89 91 lly 
Total textile manufactures. ........4: 53-96 93 94 127 
Chemicals, drugs, etc. ...........465 17-53 95 89 hi7 
Pottery, glass, abrasives, etc. ........ 7-82 98 9 122 


Leather and rubber manufactures .... 


3-92 ¥ fe) 
Paper, cardboard, ete. ......6.. 6000 4-3 102 98 99 
Other manufactures «2.4... .40-6- 00 24-29 93 92 129 
Total miscellaneous manufactures .... 57-94 96 91 124 


Disappointments in Rubber 


Empire rubber producers express sharp disappointment with 
the modest value of the concession obtained from the United 
States in the limitation of American synthetic rubber consump- 
tion. The Rubber Growers’ Association has this week made a 
formal protest to the British Government, which, in substance, 
complains that, under the new tariff agreement, American. con- 
sumption of general purpose synthetic rubber (GRS) is more 
likely to increase than decline. Hitherto the minimum propor- 
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OVERSEAS TRADE 


Exports are vital to our national prosperity 
and the Bank will, as in the past, provide 
the requisite finance for their production 
and distribution. Technical information for 
overseas traders will also be available 
regarding Exchange, market conditions 
and commercial requirements abroad. 
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well-equipped to fulfil the many varied 
functions of a modern Banking Service. 
Although the Group serves the interests 
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it is careful to preserve the personal 
touch that has been a tradition of cach — 
of its members during two centuries. 
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tion of GRS to be consumed in the United States has been 
technically fixed at one-third of total consumption of GRS and 
natural rubber together and in practice this proportion has also 
been the maximum; the tariff agreement provides for a new 
arrangement by which the proportion of synthetic rubber is to be 
25 per cent of total consumption of natural, synthetic and 
reclaimed rubber. The RGA maintains that the inclusion of 
special purpose synthetics and reclaimed rubber in the latter 
provision will result in a higher consumption of GRS in America. 
Clearly, this does not necessarily follow; but equally it does 
not follow that the consumption of natural rubber will be 
greatly increased, 


The Batt Report on American synthetic rubber production 
which appeared in July, recommended the 33} per cent minimum 
for GRS consumption as the lowest rate of consumption con- 
sistent with national strategic requirements. But American 
rubber manufacturers are still using more than that proportion. In 
September, United States consumption of GRS represented 40 
per cent of total GRS and natural rubber consumption, compared 
with 60 per cent for the year 1946. On the other hand the pro- 
portion of GRS to total rubber consumption (including special 
synthetic and reclaimed rubber, as stipulated by the tariff agree- 
ment) in the same month was 29 per cent. There is thus some 
scope for a reduction in the rate of GRS consumption, and 
although such a reduction need not necessarily be in favour of 
natural rubber, there is a fair chance that it will be at least in part. 
Admittedly, Britain has not improved on the Batt Report, and 
America in effect has conceded little or nothing, but it has 
obtained a certain safeguard against a sudden reversal of American 
synthetic rubber policy, for what that may be worth, 


To charge the British negotiators, as the Rubber Growers’ 
Association has done, as being “ unequal to their task,” seems a 
litthe harsh—at least without full and detailed knowledge of the 
negotiations which took place. America was known to be a 
hard bargainer over limiting synthetic production, and criticism 
has to be tempered by proper appreciation of the opposition’s 
strength. The Association, however, may legitimately complain 


that rubber producers were not consulted in the preparation of. 


the British Government’s brief. Until the tariff agreements are 
discussed in Parliament, the Board of Trade is refraining from 
comment. 


* * * 


“ Spivs” and Currency 


The strong contra-seasonal trend of the note circulation 
continues. After the phenomenal decline of £12 million in the 
note circulation a fortnight ago, there was last week a further 
reflux of £7,600,000, and this week’s Bank return shows only a 
fractional expansion, by £2,200,000. This, of course, is the season 
at which the volume of notes begins to be strongly affected by 
the demands for currency for Christmas expenditure , and in 
the corresponding week last year the withdrawal of notes 
amounted to £9,700,000. Thus, although the recent rapid fall 
in the note issue has been arrested, the normal seasonal 
expansion is scarcely discernible in the published figures. In 
consequence of the public’s rush to do much of its Christmas 
shopping before the autumn Budget, a is probable that the 
Christmas demands now are less than they were at this time 
last year, but it is not to be supposed that a seasonal drain of 
currency from the banks is not in fact taking place for these 
purposes. 


Now, therefore, it is generally agreed that the movement of the 
note circulation as a whole is at present dominated by quite 
abnormal influences, and this week various colourful explanations 
have provided good “ copy ” for the popular press. Unfortunately, 
there is no means of disproving these theories statistically, for 
reliable statistics of the distribution of currency in the hands of 
the public do not exist—not even in official quarters. But such 
information as is available suggests that there is no reason what- 
ever to assume that smuggling of notes into Britain from abroad 
has been on anything approaching the scale which popular 


rumour has lately implied. There is no doubt that continental . 


holders of sterling notes have taken fright at the possibility that 
the British authorities might follow European precedent by 
decreeing a note exchange in the early future ; and such fears 
have certainly intensified the efforts to smuggle notes into the 
country. But it seems certain that successful smuggling could 
account for only a small part of the abnormal reflux of currency 


? 
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to the banks ; and it is also significant that the returning notes. 
have not included any unusual proportion of the denominations: 
above one pound which were commonly held abroad. The prte.. 
ponderant movement has consisted of one pound notes. yi 


In the absence of further information and further expericnée 
of the movement, the primary influence must be presumed to be’ 
the return of notes already held in this country from black 
marketeers and others who have reason to hide the scale of their 
operations and profits from the authorities. The exchange of - 
notes which such circles fear, would necessarily be a difficult and 


- expensive operation in these days of shortage of paper and plant 


capacity, but Sir Stafford Cripps’s answer in the House of Com. 
mons on November 18th, when he said that the authorities were 
“ not ready to take the step of replacing ” the existing note issue, 
was cunningly phrased so as to leave the “ spivs” gu 

Normally, their efforts to get rid of note holdings might be 
expected to take the form of demands for durable luxury goods 
and valuables, but there are evident limits to the scale on which, 
such operations can be completed, and recently there have been 
signs that notes have been paid into the banks in substantial 
quantities through carefully selected intermediaries who are able 
with impunity to cloak the operations of those for whom they act, 


* * * 


Still More Money 


Although last month’s war damage disbursements are now 
being reflected—though very pallidly—in the savings figures. 
(which in two successive weeks have been the best since last May), 
there has been no perceptible effect upon the gilt-edged market. 
Any advantage the market may have reaped from the distribution 
of this £100 million has been wholly overshadowed by the reper- 
cussions of the departure of the high priest of cheaper money, 
But although the market effects have been small, the consequential 
money creation upon which the gilt-edged speculators had based 
such high hopes has indubitably occurred. The latest banking 
figures, those for November, reveal by far the biggest rise in net 
bank deposits since the end of the aggressive phase of the Dal- 
tonian campaign. The month’s increase is £73.5 million, making 
an expansion of no less than £127 million in two months—despite 
the Treasury’s still very heavy reliance upon external finance (by 
sales of gold and drafts on the Canadian credit) during this 
period. 

To some extent, the expansion results merely from the abnormal 
glut of credit on make-up day—reflecting, in particular, the 
sudden large reflux of currency from circulation—which raised 
the cash holding by £19 million and the cash ratio from 8.23 to 
8.45 per cent. On the other hand, up to that date, only a little 
more than half the war damage orders had been presented and 
cleared: the Exchequer outgoings on this account in the five 
weeks to November 22nd (three days after the make-up) were 
only £57 million. This explains why November’s expansion if 
the banks’ Treasury deposit receipts, the principal counterpart of 
the growth in deposits, was no more than £48} million. Including 
the further call for the current week (when there were again m0 ~ 
maturities), the total TDR issue has been raised by £120 million. 
It is virtually certain, therefore, that there has been a further sub- 
stantial expansion in deposits since make-up day. 


New demands for credit from non-Governmental sources were 
smaller during the month than in October: bank advances rose 
by £19.9 million, or £74 million less than in October, a slackening 
which must be attributed to repayments effected out of the wat 
damage monies. At their new high level of £1,195.7 million, how- 
ever, they are still fractionally larger than the TDR holding (which 
they surpassed in October, for the first time for five years). — 


* * * 


Consolidated Accounts Next July 


The Government is wisely allowing a liberal interval of seven 
months before it brings into full legal force the, provisions of a 
new Counpanies Act relating to the publication of accounts. Tht 
date now fixed on which these provisions will be brought oe 
full operation is July 1, 1948. A note last week described 
many provisions which became operative on December Ist 


ery include sections 42-45, which extend the powers of the 


Trade to investigate the internal affairs of companies, 
sections 46-48, which enable the Board of Trade to inv 
the ownership of shares. 


Experience during the past year has shown that the a 
consolidating accounts for the first time, which is one the 
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main provisions to be enforced: on ‘Ist next, is presenti 
major accounting problems for some belek companies. teas 
of them, such as Furness Withy whose interests constitute a most 
intricate labyrinth, have succeeded, albeit after much delay, in 
presenting a consolidated balance sheet, but the group have yet 
to publish a consolidated profit and loss account. » such 
as Courtaulds, have voluntarily provided both consolidated balance 
sheets and profit and loss accounts, but in the case of the profit 
and loss account the synchronisation of the financial years of the 
subsidiaries has resulted in a distortion of the profit figures. It 
will be a year or two before the accounts of the holding companies 
can be made up so that true comparisons can be drawn between 
consecutive years, but it is certainly important for companies to 
know that they must take the necessary steps without delay to 
provide at least a consolidation for the latest year. 


* * * 


Raw Materials and Exports 


Following Mr Marquand’s unsuccessful efforts to explain 
clearly two weeks ago the new system of steel priorities, Sir 
Stafford Cripps issued last week an “explanatory statement” to 
clear up, what he has euphemistically called “a fairly widespread 
misunderstanding ” on the allocation of raw materials to enable 
manufacturers to fulfil their export targets. 


For end products, such as vehicles, each manufacturer’s 
approved programme for materials will lay down the proportion 
to be sent abroad. In fixing the allocation of the product for the 
home market, account will already have been taken of the part 
it plays indirectly in the export drive. This is quite clear, and 
responsible critics of the scheme have never questioned the possi- 
bility of devising a logical scheme for allocating raw materials to 
manufacturers of end products, though such a scheme would be 
immensely detailed and complicated. 


The position of the sub-contractor, however, remains as obscure 
as before. “If the main contractor,” says the statement, “is able 
to back his orders with material sub-allocations to the sub- 
contractor, the latter may assume that he is working to an approved 
scheme.” This is acceptable as an exposition of “ M form theory ” 
though it is not quite so self-evident in practice. Is the sub- 
contractor to have no initiative in seeking business and, con- 
versely, is this the only formula provided for ensuring that 
materials do not stray into non-priority users, however essential 
these may be ? 


Another source of misunderstanding on the question of divert- 
ing goods from home to export markets has been the position of 
manufacturers of capital equipment working to a long-term order 
book. It has now been made quite clear that not only future 
orders for the home market, but existing ones as well, must be 
diverted to export so that targets may be achieved in 1948. There 
is a welcome air of urgency about this decision, but a rapid 
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switch of capital equipment from home to export markets is 
possible only in those cases where specifications are the same. 
In many industries producing specialist machinery this coinci- 
dence between home and export specification is rare. 


Shorter. Notes 


At a meeting of Shell “ Transport and Trading ” on December 
2nd, proposals were approved by the shareholders to raise the 
capital of the company by £10 million to £40 million as a pre- 
liminary to the new issue of 9,648,544 {£1 ordinary shares to 
shareholders for which letters of rights are being posted in time 
for dealings to begin on December roth. 


* 


Mr N. S. Erleigh and Mr J. Milne, former co-directors of New 
Union Goldfields, were arrested on November 28th on charges of 
theft, and the hearing of the charges began on December 3rd 
in the Johannesburg Magistrates’ Court. The proceedings have 
been postponed until February 3rd next year. 


* 


The Board of Trade has announced that the Raw Cotton Com- 
mission will commence its duties of buying, importing into the 
United Kingdom, holding and distributing raw cotton, on 
January 1, 1948. The chairman will be Mr H. O. R. Hindley, 
chairman of the Northern Divisional Board of the National Coal 
Board. The other eight members include two officials from the 
Cotton Control—one as an independent member—two cotton 
spinners, two trade union representatives, one cotton merchant 
and one officer from the Cotton Board as part-time member. 
Another independent member and one or more additional part- 
time members are to be appointed later. 


* 


Rayon production in October reached a new record of 20.1 
million Ib., compared with 18.7 million lb. in September and 17.4 
million Ib. in October last year. Exports of rayon yarn in the 
third quarter gained at the expense of supplies to the home 
weaving, knitting and tyre industries. 


* 


The Argentina linseed harvest is reported to be disappointing, 


It is expected that the entire crop will be converted into oil in 
Argentina. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reperte also cpeeae in the Supplement: Wall Paper Manufacturers ; Montague Burton; Combined Egyptian Mills; 
Associated Equipment Company. 
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115t | 102) | Conversa shee fatter Abr 1, 1961)/"1082 | lost | 10 4 PS° 1 bel | 20 6| Tha P*chin J’nson Ord, Stk. 10s.) 60/6 | 61/- | 410 2 
at {enh eps te peel aE) iors se | 83 } 2S 3}3 0 TH’ 39 | 29) |f69-S8cl #74) c Prudential ‘A’ f1.......... | 343 4a} 2 63 «(OF 
ho} | 95 Trees Stk, 3° er ape 5 11966) | 114 0/3 1 Sf 63/43 44/-| lope! 12} c Stewarts & Lioyds Def. {1..\| S7/- | 56/6 | 4.8 6 
7 | 97) |Redemp. Stk. 3% Oct. 1, 1986-96. || 102 l 112.11} 3 0 0%) 1098/9) 74/4), t2ha| 5 6 “Shell” Transpt. Ord, Stk. £1) 77/6 | 78/9 | 118 It 
99 80 Console 24%. + ; wesc B38 | 82gxd 113 21 3 0 2f) 147/6 | 108/9 | 12h@| 124 ‘Tabe Invst. Ord. Stk. (1...) 136/3xd) 138/9xd} 3 12 1 
= fe ne ane eR EN ert ae See 96/9 | 68/1}, 8$b| 3$a) Turner & Newall Ord. Stk. fi) 80/— | 82/6 | 30 7 
Redemption yields on stocks optionally or finally redeemable within the next five years w/e | ny} 55 | 319 7 


are worked out on the assumption that they will be repaid at the earliest date. Redemption 
yields on other dated stocks assume, that stecks paying over 3 per cent. will be redeemed 
at the earliest date (these are marked ‘ e,’), and those paying 3 per cent or less will be repaid 
at the latest date (marked ‘/").. (n) Net yields are calculated after allo for tax at 


%. in the £.. (f) Flat yield. * Assumed average life 17 years 6 months.” } otice given 
repayment on Mareh 1, 1948. 





15 a| Woolworth (F.W.) Ord. 5s..,))  88/- 88/~ 





‘(ay Interim. (0) Final. (c) Whole year. (d) Int. paid half-yearly, (e} _Fo earliest 
redemption date. (g) Also a.capital bonus of 2 cent free of income tax. Yield worked 
on 15 per cent basis. (h) Fifteen months to March 31, 1947 fyield basis 7-6 per cent}. 
@) To latest redemption date. { Free of tax. 
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COMPANY MEETINGS 


WALTER SPENCER AND 
“COMPANY 


INCREASED PROFIT 


MR. E. RANSOM HARRISON'S 
ADDRESS 


The eleventh annual general meeting of 
Walter Spencer and Company, Limited, was 
held on the 3rd instant at the Royal Victoria 
Station Hotel, Sheffield, Mr E. Ransom 
Harrison, F.S.A.A. (chairman of the com- 
pany), presiding. 

The Secretary (Mr T. Pragnell, A.C.A.) 
read the notice convening the meeting. 

The following is the address to the share- 
holders by the chairman circulated with the 
report and accounts for the year ended 
September 30, 1947. ; 

I am giving, as in previous years, with 
the-report and accounts a brief review of the 
company’s act.vities during the past year, 
with notes on the accounts for the benefit of 
all shareholders and particularly those who 
are not able to attend the annual meeting. 
The substantial increase in the profit is very 
gratifying and has been achieved in spite of 
great difficulties which include the inter- 
mittent supply of coal, gas and power. 


GOODWILL WRITTEN DOWN 


You will. observe that we have utilised 
the capital reserve amounting to £4,805, to- 
gether with the sum of £5,188 from the pro- 
fit and loss account, to write down the good- 
will and trade-marks to the nominal value of 
£1. We have provided £9,000 for forward 
taxation, which cevers our full l] abilities on 
the profits under review, but we have not 
taken full credit for the E.P.T. repayable 
for the year ended September 30, 1946, as 
this item, tcgether with the allowance for 
deferred repairs, has not yet been -agreed. 


It will be observed that a considerable sum — 


has been spent in new plant, seme of which 
has alrésdy- been working and has contri- 
buted to the improved results. 

It is our policy, wherever possible, to 
make the conditions of work for our em- 
tixyees as efficient as we can, sand your 
directors have further schemes in hand 
which. will incorporate the replacement .of 
boilers and furnaces, with a view not only 
to substantial reductions in the amount of 
fuel consumed but also to _ increased 
efficiency... This.-will take approximately--two 
to three years and in the meantime tem- 
porary measures are being taken with these 
objects. in view. 


SATISFACTORY ORDER BOOK 


A substantial increase has taken place in 
the turnover for the year, special attention 
having been paid to the export trade, and 
our order book is in a very satisfactory state. 
The future is being looked forward to. with 
every confidence, but beyond this it is im- 
possible to forecast the conditions which may 
prevail; a_ satisfactory fuel position is, of 
course, essential. 

Your directors feel that they are justified 
in recommending a final dividend cf 10 per 
cent., less income-tax, making with the in- 
terim dividend of 5 per cent., less income- 
tax, paid on May 28 last a gross divi- 
dend of 15 per cent., less income-tax, leaving 
a sum to be carried forward of £5,059. The 
relations with the staff and workpeople are 
of a most cordial nature and your directors 
wish to place on record their appreciation of 
the services and co-operation rendered by 
them. 

The reports and accounts were unani- 
mously adopted and the dividend as recom- 
mended was approved. 
Sistiaiipy net Sb aCe “andl thi ont 

cInery, was re : auditors, 
Messrs Hart Moss Copley ‘and Company, 
having been appointed the proceedings 
terminated. 
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_ASPRO, LIMITED™...0° Ss 


SATISFACTORY RESULTS—INCREASED: PROFITS va 


MR EWART F. NORRIS’S STATEMENT ~ 


The twelfth annual general meeting of 
Aspro Limited was held, on the 3rd instant, 
at Winchester House, Old Broad Street, 
London, B.C. Mr Ewart F. Norris, the 
chairman, presided, 

The secretary, Mr F. E. Stapley, read the 
notice convening the meeting and the report 
of the auditors. 


The following are extracts from the chair- 
man’s statement :— 


The net profit for the year ended June 
30, 1947 (after charging £125,000 for profits 
taxes but before provision for income tax) 
is £593,557, or approximately £170,000 more 
than the previous year. 

Bringing into account the £46,672 carried 
over from 1945/46, the total available profit 
is £640,229. After providing £280,000 for 
the future liability to income tax. calculated 
on the year’s profits (following the precedent 
established last year) and £56,375 for the 
preference and interim ordmary dividends, 
there remains a balance of £303,854 to be 
dealt with as resolved by the general meeting. 


DIVIDEND AND ALLOCATIONS 


Your directors have pleasure in recom- 
mending (a) a final dividend on the ordinary 
stock of. 35 per cent., less tax, making a 
total for the year of 50 per cent., less tax 
(as against a total of 35 per cent. last year), 
and (b) a transfer of £140,000 to general 
reserve, which will then stand at £600,000. 
This leaves a balance of profit of £67,604 
to. be carried forward to the next account. 

They believe that these proposals consti- 


tute a fair compromise between the need to 
combat inflation and the rights of share- 


- holders to. benefit from increased profits. I 


would also point out that a dividend of 
50 per cent. on the ordinary stock repre- 
sents only 18 per cent. on the capital actually 
employed in the business at June 30, 1947, 
excluding the preference stock. 


BALANCE SHEET ITEMS 


.. The..reduction..of.. seme._{£380,000...in_.net 
current assets is mainly due, to the acquisi- 
tion of our controlling interest in Ivers-Lee 
(Great Britain) Limited,: already reported in 
a letter to stockholders dated May 7, 1947, 
As expected, this. company. incurred a. small 
loss during its first financial year, but orders 
for its specialised packaging service are 
steadily coming in and prospects are con- 
sidered excellent. Other long-term invest- 
ments during the year include shares in the 
company owning our South African Asso- 
ciated Company's premises and in» Aspro 
AG. Vienna (both wholly owned) and a sub- 
Stantial interest in Aspro (Ireland) Limited. 


The amount of the excess profits tax 
refund is well covered by this expenditure 
on development and the part collected has 
therefore been inchided this year with other 
cash balances. 


The ‘substantial increase in stock-in-trade 
is largely due to the building up of consign- 
ment stocks overseas. 

It was considered desirable to have 
up-to-date inventory of our plant, machinery 
and equipment prepared and valued by 
experts and this was done as at December 
31, 1946. The adjustment of book values 
to “going concern” values is reflected in 
the attached balance sheet and the ascer- 
tained surplus of £54,865 has been treated 
as a capital reserve. 


In conformity with the policy of full 
mobilising our resources, to which I saunas 


try 


in my last statement, we are actively engaged 
in consummating our plans for opening 4 
new markets for “Aspro” abroad (edd 
tional to those dealt with above) and also 
for developing our new Ivers-Lee business 
with the assistance of our organisations 
throughout the world. Negotiations are in 
progress for acquiring a controlling in 

in an engineering concern on which the 
Ivers-Lee company will have first call for 
the manufacture of packaging required to 
meet the demand at home and abroad. A 
new stomach tablet (“ Trisco”) has begy 
produced and successfully tested on the 
market through a subsidiary company and 
arrangements are being made for Sales 
abroad. re 


SHORTAGE OF FOREIGN CURRENCY FOR 
INDUSTRIAL INVESTMENT ABROAD 


One of the difficulties we have to face is 
the shortage of foreign currency for indus. 
trial investment abroad. While we 
acknowledge the sympathy and helpful atti- 
tude of the Government officials concerned 
(within the limits imposed by the regulations) 
we view with some misgiving a short-term 
national policy which involves a serious 
risk of missing present but fleeting oppor- 
tunities to capture foreign markets and thus 
to contribute in restoring Britain’s lost oyer- 
seas invesments. 


I should like to say a few words about the 
renewed rumours of legislation to control 
the advertising of proprietary medicines. 
This company is prepared to give its full 
support to amy action taken against adver- 
tising <claims that cannot be substantiated, 
or other abuses. We have been able to 
maintain a great demand for our own pro 
duct and in this we have been considerably 
assisted by our modern and economic work- 
ing methods and policy of service to the 
customer. 


THE AUTUMN BUDGET 


Addressing tne meeting, the chaitman said: 
The autumn Budget presented to 
ment since my statement was made affects 
the company’s affairs in several unportant 
respects. The increase in purchase tax i 
necessarily passed on to the consumef 
is causing some disturbance in the n 
of distribution during the transition 
The proposed tax on advertising 
involve a relatively substantial charge oma 
business like ours but one which we might 
hope to absorb without undue difficulty 
while still maintaining a reasonable volume 
of publicity. The effect.on the current $ 
operating results of the increased rates of 
profits tax on both distributed and nom 
distributed profits (including the retrospe 
tive hetee from January 1, 1947, which. 
was too late to provide for in the accounts 
now submitted) should be offset by the fact 
that the first six months of 1946/47 had © 
bear the heavier excess profits tex. 
whole, therefore, we can look forward % 
confidence in our ability to complete another 
successful year and also to continue | 
policy of preserving the fair balance between 
profits distributed and those put to reserve 
which is responsible for the company's 
sound financial position. = 

The negotiations to which I referred | 
my statement for the acquisition of a ¢ 
trolling interest in an engineering cond 
have been brought to a successful 
and arrangements have been made by which 
the whole undertaking will be acquired for 
the sum of £145,000, which will be provide 
equally by Ivers-Lee (Great Britain) ite 
and this company. 


i 


=> oe oo ome ow 66 66 26 oop le 


Rl ee ee ee Ee OD ee he ee ee Bi Be 








7 


Rete 


>sredskd GES 


> Geel 


A 


egeaeke? 


ohaseel? 


ceba’ Ais 


ike 





JHE ECONOMIS'T, Wecember 6, 1947 


MITCHELLS AND BUTLERS; LIMITED 
VERY SATISFACTORY YEAR’S TRADING 
MR ROBERT H. BUTLER’S REVIEW 


The sixtieth annual general meeting of the 
ordinary stockholders of this company was 
held at the White Horse Hotel, Birmingham, 
on Thursday, the 4th instant, under the 
presidency of Mr Robert H. Butler. 

The chairman, in moving the adoption of 
the report and accounts, said: — 

Ladies and gentlemen, I am pleased to say 
we have had a very satisfactory year’s trad- 
ing. It has again been a very difficult one 
and the severe winter contributed its own 
special problems. We are fortunate in 
having Our Own generating station which en- 
abled us to keep the Brewery running 
during the crisis. We had at no time to 
stop brewing entirely, although we had to 
curtail our output considerably in those 
difficult weeks. I should like to express my 
thanks to all those who cheerfully carried 
on under such adverse conditions. 


2 PER CENT. BONUS REPEATED 


Turning to the figures of the balance sheet, 
you will recall that I deemed it advisable 
jast year to caution stockholders that they 
must not look upon the 2 per cent. bonus 
as an annual increase in dividend. Never- 
theless, 1 feel that we are justified in re- 
peating it this year, 

An increase in the profits tax was antici- 
pated and we have made the necessary pro- 
vision in the accounts. I am sorry that the 
Chancellor also decided to impose a further 
heavy burden upon the trade in his Supple- 
mentary budget by increasing the duty on 
beer, wines and spirits. The beer duty 
which was 80s. on the standard barrel in 
Mr Neville Chamberlain’s budget of 1933 
is now more than four times this amount, 
the new figure being 325s. 5d. and the duty 
on spirits has more than doubled in the same 
period. While the trade has borne without 
complaint a great weight of taxation during 
the country’s difficult times it can rightly 
claim that at the earliest moment it should 
be granted some relief. In this connection 
I would like to quote a declaration of the 
late Sir William Butler. When addressing 
the stockholders in 1937, he said, “I can 
understand that people who do not appreci- 
ate from a study of the balance sheet the 
full amount of capital employed in the busi- 
ness might consider that a concern which 
can declare a dividend of 23 per cent. on its 
ordinary stock does not appear to require 
any relief of taxation, but rather may be 
looked upon as making an abnormal profit. 
This, however, is an erroneous view, for the 
percentage of profit ought to be calculated 
on the whole of the capital en loyed in 
obtaining the profits ; in that way, it will be 
seen that trading capital includes not only 
stock capital, but reserves which are mainly 
derived from surplus profits not taken out 
of the business but again ‘ ploughed in” in 
the trading operations of the company. The 
percentage of profits so calculated in our 
own case cannot be considered otherwise 
than a very reasonable commercial return 
on the total capital employed.” 

Sit William’s remarks apply with even 
greater force today, as our balance sheet 
illustrates. 


NEARLY £5 MILLION “* PLOUGHED BACK” 


In 1920 our policy of “ Fewer and Better,” 
which had started about two years previously, 
began to be operative, and from that date 
to 1947, quite apart from large sums charged 
as depreciation, we have expended on capital 
account almost exactly £5 million, and during 
that time only £1} million new capital in the 
orm of cash has come into the business. 
Practically the whole of this £1} million has 
been absorbed in providing additional work- 
ing capital necessitated bv the increase in 


our business, higher taxation, wages and 
other expenses. You will see then. that 
almost the whole of the £5 million has been 
provided out of reserves built up by our 
policy of conservative distribution of profits, 
and i think you will agree that the charge 
so often made by members of the Govern- 
ment .that insufficient profit is “ ploughed 
back” into business, cannot be laid at our 
door. 

This new profits tax has, of course, reduced 
this year the amount we have been able 
to put to reserves, and will continue to do 
$0, so long as it remains in force. 

We continue, wherever possible, to develop 
our policy of removing licences in connection 
with new grants, and I am pleased to say 
that at the 1947 Brewster Sessions we 
secured a number of important grants of 
full licences in areas outside Birmingham 
and Coventry, all of which were confirmed. 
We are looking forward to the day when 
these licensed houses can be built, as they 
are needed for the public residing in the 
areas. Stockholders will readily appreciate 
that as regards our most important areas, 
Birmingham and Coventry, no applications 
can be made by us for new grants until the 
respective licensing planning committees 
ee made further progress in their difficult 

uties. 


NECESSITY FOR LICENSED PREMISES ON 
NEW BUILDING ESTATES 


I would like once again to emphasise the 
necessity for erecting special buildings on 
the large building estates now being 
developed at the same time as the dwelling 
houses which they are designed to serve. 
I refer, of course, to shops, licensed houses 
and other special buildings indispensable to 
the life of a community, and I feel that the 
demand by the public is so great in a num- 
ber of cases that the local authorities con- 
cerned, together with the appropriate 
ministry, should be prepared to authorise the 
erection of temporary buildings to meet this 
demand. 

I referred last year to the setting up of 
Licensing Planning Committees in Birming- 
ham and Coventry under the Licensing 
Planning (Temporary Provisions) Act, 1945. 
In accordance with the spirit underlying that 
Act, we, in conjunction with other brewers, 
have had several meetings with these Licens- 
ing Planning Committees and _ various 
schemes for the redistribution of licences 
are under discussion. 


SHELDON AREA 


In particular I would like to mention the 
Sheldon area, comprising a number of large 
building estates now being developed by the 
Birmingham Corporation; these estates 
when completed will have a population of 
more than 53,000. The Birmingham Licens- 
ing Planning Committee have been in con- 
sultation with the Birmingham and Midland 
Counties Wholesale Brewers’ Association as 
to the number and nature of the licensed 
houses which would be required to serve 
these large estates and through the co-opera- 
tion of all concerned I am very glad to be 
able to state that agreement has now been 
substantially reached in this most important 
matter, 


WOLVERHAMPTON BUILDING ESTATES 


The Wolverhampton Corporation who are 
contemplating development of several of their 
large building estates, have also invited the 
association to state their views as to the best 
method of providing licensed houses for 
these estates. The association have met the 
appropriate. sub-committee of the Wolver- 
hampton Corporation and have outlined the 
policv they suggest should be adopted. 
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, I am_very gratified to feel that our rela- 
fions with these various -authorities. are so 
satisfactory, as I feel strongly that the policy 
of co-operation between the trade and 
Licensing P. - Committees, Licensing 
Justices and Local Authorities is one which 
will fully repay us all in terms of the better- 
ment of licensing conditions and service to 
the public. 


PREPARATIONS FOR RECONSTRUCTION AND 
REDEVELOPMENT 


I think you should know that although 
we cannot yet do much towards the carry- 
ing out of our post-war reconstruction and 
redevelopment plans, we are not standing 
idly by waiting for the day when we can 
start. _We are making our preparations now. 
In order to be ready for future trade ex- 
pansion a considerable amount of work has to 
be done in the brewery, bottling depsrtms<nt, 
and maltings, to bring these departments 
up to date by the extension of mechanisation, 
with its consequent saving of labour. We 
fully realise. that considerable capital ex- 
penditure will be involved in carrying out 
the large-scale plans which this will neces- 
sitate, and we are making provision accord- 
ingly. Your board is determined that in the 
forward march of the irdustry which will 
continue when restrictions are lifted, this 
company, with its great record of progress, 
wil] occupy a prominent place. 


PROBLEM OF EXPORTS 


You will already be aware that the Govern- 
ment, in order to increase exports to hard 
currency areas, has made an order requiring 
that about 50 per cent. of the whisky drawn 
from bond is to be exported. Naturally, 
this has curtailed our supplies to our houses 
and customers. In addition to this, we have 
been invited to export some of our beers, 
and we are studying this side of the business 
very thoroughly. During the war we had 
some experience of exporting to our Forces 
serving overseas, but prior to this we had 
no experience; we are newcomers to the com- 
mercial export market, and may in the future 
considerably expand our trade in this direc- 
tion. In this comnection, however, there 
will be no further curtailment of our supplies 
to the home market as the Government are 
granting us extra materials to produce beer 
for export. 

Considerable difficulties still face us, both 
in connection with our home trade and our 
export trade. Supplies of timber and other 
materials for casks, cases, bottles and almost 
everything we require are becoming even 
more difficult to obtain. 

You may be interested to know that the 
managerial system is no innovation so far as 
this company is concerned. In point of fact 
60 years ago our published accounts showed 
that we were managing public houses at that 
tmme. It is, of course, well known now 
that we have grown to be probably one of 
the largest direct sellers to the public, by 
means | of this system, in the country. 
Through our managed houses has grown the 
improved public house with its provision for 
social and recreative needs of the public and 
the supply of food. Also it may not be very 
well known that as owners of more than 
300 tenanted houses we can claim to have 
extensive knowledge of the running of this 
type of house. Through our inspectors we 
are in daily touch with their trading condi- 
tions and ensure that the rentals of each of 
the houses we let are such as to enable the 
tenant to get a very adequate living. We take 
care to see that his supplies are fair and 
reasonable and at no time have we dis- 
criminated between tenanted and managed 
houses to the detriment of the former. We 
believe in fostering to the best of our ability 
a happy relationship between all sections of 
employees, whether they be at the brewery, 
in the managed houses, or the tenanted 
houses. 

Mr D. Davey Cole seconded the adopiion 
of the report and accounts, which was 
carried unanimously. 
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FURNESS, WITHY AND COMPANY, LIMITED 


PROBLEM OF SHIPBUILDING COSTS 


The fifty-sixth annual general meeting of 
Furness, Withy and Company, Limited, was 
held on the 2nd instant, in London. 


Sir Ernest H. Murrant, K.C.M.G., M.B.E., 
the chairman, in the course of his speech, 
said: In view of the unavoidable delay in 
the presentation of the accounts, your 
directors adopted the unusual course of 
declaring the dividend on the ordinary stock 
at the time that stockholders would normally 
look for it. Accordingly a dividend of 8 per 
cent. per annum, less tax, was paid on Sep- 
tember 17th. After making full provision 
for taxation in the United Kingdom and 
abroad, there is a total credit balance otf 
£1,033,996. Your directors make the follow- 
ing recommendations:—That £142,056 be 
provided for the inauguration of a pension 
fund for employees in the U.S.A.; that 
£100,000 be transferred to deferred repairs 
account ; that £250,000 be set aside for de- 
preciation and that £33,968 be transferred 
to fleet replacement account, leaving 
£202,721 to be carried forward. 


The total of assets, namely £32,315,223, 
is, without doubt, considerably less than the 
actual value of those assets today, a state- 
ment which may appear gratifying but which 
I suggest must be viewed in the light of 
existing circumstances and future possi- 
bilities. No subsidiary company has in- 
curred a loss. All have very satisfactorily 
served the purposes for which they were 
acquired or formed. Their dividend distri- 
butions have not been extravagant; on the 
contrary our traditional policy of combining 
sound finance with development and expan- 
sien, which has served the company so well 
in the past, has been consistently maintained. 


A SERIOUS MATTER 


Most people will have read a series of 
statements in recent months regarding the 
excessive costs and delays involved in build- 
ing new ships. The seriousness of these 
statemeits should not be undefrated, In 
my address in September 1945 1 referred 
to contracts having been placed for the con- 
struction of five new ships. It will no doubt 
be a surprise to stockholders to learn that 
of those five ships only two have yet been 
delivered and we have so far only received 
the final bill for one. We have paid on 
account of the other sums which very 
clearly indicate that the final costs will be 
very considerably in excess of the estimates 
on which the contracts were based. 

Tracking down the causes for the delays 
and increased costs is an endless and ex- 
hausting business ; there are reasons and ex- 
plantations beyond my powers of description, 
but the more one attempts to trace the 
various causes the more one becomes con- 
vinced that one is following an endless chain 
—a chain which I suggest must be broken 
somewhere before there is any real hope of 
arresting the current course of events, which 
in the long run must do great harm to both 
the shippmg and shipbuilding industry. 


DELAYS IN DELIVERIES 


At the present time the various shipping 
companies which are embraced by our con- 
solidated accounts have contracts outstanding 
for 14 ships; in each case we have a firm 
estimate—to use a contradiction in terms— 
of the cost which, however, is subject to in- 
creases in certain eventualities, and we have 
an estimate of the date of delivery, but if 
the past is any guide to the future, it is a 
certainty that the ultimate actual cost will 
be considerably in excess of the estimate, 
and even if estimated deliveries are main- 
tained, it will be well into 1950 before all 
the ships which have been contracted for are 
finally ready to put into commission, 


It is a matter about which one cannot 
afford to be indifferent. Shipowners do 
not want to have their industry ruined by 
high prices for new ships, any more than 
shipbuilders want to have their industry 
ruined by the absence of orders for the same 
reason. But only industries which can make, 
sell and consume their products on a short- 
term basis can go on indefinitely absorbing 
ever-increasing costs and passing them on 
to the user or consumer. In a long-term 
business like shipowning, which involves. 
building ships to operate for 20-25 years, it 
is obvious that one cannot rely upon con- 
tinually passing on to the users, through 
freights and passage money, the consequences 
of each new ship costing more than the last 
—the chain is bound to break somewhere 
sooner or later. 


THE OUTLOOK 


I do not imagine any stockholder will 
expect me to attempt any forecast of the 
future prospects. ‘There are altogether too 
many uncertainties and too many things, 
both under control and out of control, 
to justify ary expression of opinion. Step 
by step, however, the shipping industry is 
gradually reaching towards a greater mea- 
sure of self-administration, although control 
by licence and direction still remains with 
the Ministry of Transport in order to ensure 
the fulfilment of essential import and ex- 
port programmes. How long it will be 
necessary fO continue working to a planned 
economy it is impossible to forecast, but 
present indications would seem to suggest 
that for various reasons, including currency 
problems, a complete reversion to freedom 
of initiative and enterprise is likely to be 
deferred for a longer period of time than 
had been hoped. 

In the meantime, and in spite of all the 
difficulties arising out of increased construc- 
tion costs, increased operating costs, ex- 
change problems and restrictions of every 
description at home and abroad, great pro- 
gress is being made in the reconstruction 
of the British Merchant Marine. 


TONNAGE POSITION 


It is difficult to say precisely what the 
actual tonnage position is in comparison 
with 1939, owing to the presence on the 
U.K. Register of a number of vessels which 
are returnable to the United States, but 
assuming the returnable tonnage to be of 
the order of 1.750,000 G.R.T., then the 
comparison would be 16,056,000 tons in 
1939, as against 14,023,000 tons in the spring 
of 1947, all figures referring to ocean-going 
ships of 1,600 G.R.T. and over. 

To close the gap between these two com- 
parative figures—a gap which vis at present 
largely filled by the returnable ships—there 
are under construction in British yards for 
British owners some 320 ships of all kinds, 
totalling 1,562,000 G.R.T. If one excludes 
from these figures a number of small craft, 
in order to make the figures comparable, it 
can be said that some 1,500,000 tons of 
ocean-going ships are under construction for 
British owners, apart altogether from those 
which had been ordered and on which con- 
struction work has not yet commenced. 

Not all of this new construction is in re- 
placement of war losses; part must be 
reckoned as replacing natural obsolescence, 
but the whole picture refiects no mean 
achievement by an industry which suffered 
greater war devastation than any other, and 
an industry which incidentally contributes 
more to the country’s exports than any 
other. Whatever the future may hold, your 
directors feel that your company has founda- 
tions on which we may continue to build 
with every confidence, and in the belief that 
we shall still find a reasonable amount of 
incentive to justify our efforts. 

The report was adopted 
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THE WALL PAPER 
MANUFACTURERS, LIMITED 


EXPORT ACHIEVEMENTS 


The forty-eighth annual general meeting of 
The Wall Paper Manufacturers, Lim; 
was held, on the 27th ultimo, at the Midland 
Hotel, Manchester. Mr Alan V. Sugden 
(Chairman of the company) presided. 

In the course of his remarks, the Chairman 
said: The provision made for taxation in the 
past year was adequate to cover the addi- 
tional charges framed in the Autumn Budget, 
and continued: 

I make no apology for our increased diyj- 
dend. Most of our stockholders are small 

ple and in many cases with fixed ji 

sed on investments whose dividends. are 
subject to heavy taxation. They are con 
sumers and, like all other consumers, find 
everything they have to buy costs more, 
Wish higher wages, higher salaries, higher 
prices all round them, why should share 
holders be expected to forego similar con- 
sideration ? Are they expected to be above 
such mundane considerations, or are they 
singled out to live a life of exceptional purity, 
the only class with parsons and pensioners 
which is not to join in the mad scramble for 
debasing the value of our money ? 

A new burden has now been Jaid on their 
income prospects in the higher rate of profits 
tax levelled on dividend distribution. 

It is plainly the duty of directors—in fact, 
they are expressly charged as such—to serve 
and watch over the interests of shareholders, 
amongst other things, by endeavouring to 
earn such profits as they reasonably can, and 
out of those profits to pay such dividends as 
seem proper, having 1egard always to the 
future prosperity and efficiency of the 
business. 


HOME AND EXPORT SUPPLIES 


Since the directors’ report was published 
more has become known of the effects of the 
cut made in supplies of paper for home trade, 
and the resulting figure is 29 per cent @ 
weight of consumption in 1939. No account 
is taken of the arrears accumulated during 
the five years in which wallpaper was_not 
produced, nor of the increased demand for 
the article, which has resulted from a higher 
standard of living in working-class homes 
consequent upon higher wages. Considering 
that home morale is very much dependent 
on cleanliness, a point recognised by ome 
Ministry at least by directing us to divert 4 
proportion of our output to mining villages, 
it does not appear that the Government has 
any clear understanding of the psychology o 
the inhabitants of this island or 
favours dirt for its relation to austenty and 
the wearing of the hair shirt. The 
pated decline in our wallpaper interest ef 
phetises the wisdom of the board over the 

st decade and more in spreading risks and 
widening the scope of remunerative 
ment in other directions. It is to these 
interests that we now look with some 
dence to make good the mutilation i 
upon wallpaper manufacture. “a 

The target figures for export in’ the 
Cripps Plan for the paper group of 
tries was 116 per cent. of 1938 in value by 
St and 140 per cent. at the em 

The Company’s wallpaper exports for the 
final. year covered by. the accounts Ws 
330 per cent. of 1938 value. This 
cent achievement has resulted in some: Col 
traction in current export orders as imme 
diate demands have been satisfied in may 
markets. Even with this decline in it 
is anticipated that the export achievement 

current year should be not less 
200 per cent. of 1938. Very serious 
peoetengs Ae ac to open up new market 
besides ing existing ones, and market 
research continues incessantly oS 

The report was adopted a 
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BANK OF LONDON AND SOUTH AMERICA, 
LIMITED 


LORD WARDINGTON’S REVIEW 


Extracts from the address to the stock- 
holders of The Bank of London and South 
America, Limited, by the chairman, The Rt. 
Hon. Lord Wardington, circulated with the 
balance-sheet. Copies of the full address are 
obtainable from the head office of the bank 
at 6, Tokenhouse Yard, London, E.C.2. 

The sustained high level of export prices 
for nearly all commodities has resulted in 
another good year for the Latin American 
Republics, although it has not been so 
uniformly prosperous as 1946. The period 
of building up large reserves of gold and 
foreign exchange came to an end with the 
arrival there early in 1947 of exceptionally 
heavy imports, and a general policy of re- 
wenchment is now being followed pending 
some solution to the inter-related problems 
of a world-wide shortage of doijlars and the 
restricted convertibility of sterling, the two 
currencies most widely used for international 
trade. 


BOOM IN IMPORTS 


This boom in imports brought with it 
additional business to your bank in financing 
shipments not only from the United King- 
dom but also from the U.S.A.; furthermore, 
in conjunction with the active export trade, 
the continued buoyancy of internal business 
in Latin American countries has—within 
the bounds of existing legislation for con- 
fining credit to productive purposes—main- 
tained the local demand for banking facilities 
generally. An undercurrent of labour unrest 
still prevails in many of the Republics, 
related largely to the high cost of living, 
since the inflationary trend still shows but 
few signs of abatement despite price con- 
trols and various other combative measures, 
Unfortunately, the unfailing remedy for in- 
flated prices—a larger offer of consumer 
goods for sale—which it was hoped the in- 
creased arrivals of foreign merchandise would 
permit, has not yet become possible, be- 
cause a large’ part of this year’s imports 
into Latin America consisted of capital equip- 
ment whilst most countries there are for the 
time being limiting their purchases of con- 
sumer goods to bare essentials. 

No revaluation of currency has occurred 
during the year in any of the countries where 
the bank is established, and the rates of ex- 
change used for closing our books at Septem- 
ber 30th show only fractional changes from 
last time. Certain governments are now 
permitting to some extent what were formerly 
not officially recognised quotations, but 
transactions allowed at these higher free 
rates have only a limited application. 


RESULT OF YEAR’S OPERATIONS 


A profit of £373,902 has been made after 
providing for legal reserves in South America 
and for taxation on the year’s profit, and 
after making an appropriation to reserve for 
bad and doubtful debts, out of which full 
Provision for such debts has been made. This 
result compares very favourably with the 
Profit of £341,588 for the twelve months 
ended September 30, 1946. Of our net profit 
of £373,902 the interim and final dividends 

income tax absorb £133,320; a transfer 
of £240,000 is being made to contingency 
Teserve and the balance carried down to next 
year’s profit and loss account is being in- 
creased by £582 to £180,051. 

Having surveyed conditions ip each of the 
countries in which the bank is established, 


the chairman continued: Particularly in the 
more advanced countries there is normally a 
very large demand in Latin America for 
imported consumer goods, and, notwith- 
standing the growth of local industries, there 
should for some time be a wide opening for 
British products, especially as Germany and 
Japan—both important prewar suppliers to 
Latin America — remain out of the market. 
On the other hand, a universal extension of 
Britain’s own Spartan policy of austerity and 
restricted imports would undoubtedly cause 
still further contraction of world trade 
generally. 


EXPORT TARGETS 


The export targets for textiles in 1948 set 
by H.M. Government raise hope that Britain’s 
important position in this line of tade 
with Latin America may be re-established, 
although sight must net be lost of the diffi- 
culty in finding buyers owing to. import 
restrictions in so many countries. Our 
Manchester and Bradford agencies are well 
equipped to deal with any increased business 
which may accrue. Prospects for Britain’s 
other leading prewar export to South 
America, namely, coal, are not so promising. 
Bearing in mind Britain’s present meagre 
food rations, it may be apposite to recal] that 
we formerly shipped each year approximately 
2,500,000 tons of coal to the River Plate tc 
pay for a large part of our meat supplies, but 
one must regard with some doubt the 
chances of regaining the major part of this 
reciprocal trade at the present rate of coal 
output. Particularly is this so in the long- 
term view because of the increase in oil 
production in South America and the exten- 
sive schemes there for hydro-electrification. 


During the year British trading interests 
have been actively engaged in renewing and 
widening their connections in Latin America 
and many business men have made extensive 
tours in the area. Among these may be 
mentioned the Petroleum Equipment Mis- 
sion to the Caribbean Area, the Agricultural 
Mission to the pastoral countries, and the 
floating exhibition of British products which 
called at several South American ports. All 
such visits provide opportunities for the 
fruitful exchange of views and do a great 
deal to promote friendly relations. 


IMPORTANCE OF QUALITY 


In their reports to me, one or two of our 
branch managers refer to the quality of 
post-war British products; some isolated 
cases have evidently occurred where goods 
have not reached the high standard for which 
British brands have a well-deserved reputa- 
tion abroad, and I am sure that manufac- 
turers will make a special point of investi- 
gating any specific complaints of this kind 
which may come to the notice of their agents. 
Among other competitive factors which have 
already been stressed by returning visitors 
are the need for guaranteed delivery dates 
and firm quotations. 


Summarizing the overall situation, it may 
reasonably be said that Latin America re- 
mains in a relatively favourable position. 
Although the internal fiscal condition of 
some of the Republics leaves room for im- 
provement, disequilibrium in the Budget 
and germane matters are not so out of hand 
anywhere that they could not be remedied 
by wise statesmanship, and there are no 
fundamental economic problems in any way 
comparable with these afflicting the older 
nations of Europe. 
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IDEAL BUILDING AND LAND 
DEVELOPMENT COMPANY, 


LIMITED 

HOUSE BUILDING DIFFICULTIES 

The thirteenth ordinary general meeting 
of this company was held, on the 2nd 
instant, in London, Sir Thomas Keens, D.L., 
the chairman, presiding. 

The following is an extract from his cir- 
culated statement : — 

The consolidated profit and loss account 
shows a trading profit of £110,883, and after 
adding thereto income from investments and 
transfer fees, and deducting the. usual 
management expenses, there remains a net 
profit of £103,273, against £95,089 last year. 
This result the directors think most favour- 
able in view of the ever-increasing restric- 
tions. : 

The board recommend the payment of an 
ordinary dividend for the past year of 5 per 
cent., less income-tax. If a dividend of or 
exceeding 5 per cent. is paid on the ordinary 
shares, the preference shareholders are en- 
titled to an additional dividend of 4 per 
cent., less tax, in respect of their shares. 

The situation as regards the building in- 
dustry has not improved since the last annual 
meeting. of the company, and the. outlook 
remains obscure, The general feeling in the 
industry is one of frustration with. difficul- 
ties at every turn, some of which are unavoid- 
able, but. many avoidable, due to Govern- 
ment action in placing ideologies first and 
relegating to the background the solution of 
the problems. 

We have considered it prudent to turn our 
attention. to activities outside the United 
Kingdom, and our efforts have been directed 
to South Africa. We have unanimously 
agreed that it is in the interests of the com- 
pany for us to acquire property investments 
and also to carry out housing and develop- 
ment work in South Africa. 

The report was adopted. 


THE STRAND HOTEL, 
LIMITED 


DOLLARS AND THE HOTEL 
INDUSTRY 


The fortieth ordinary general meeting of 
this company was held, on the 4th instant, 
in London, Major M. Gluckstein (the chair- 
man), presiding. 

The chairman, in the course of his speech, 
said: I do not claim to be stating anything 
new in emphasising the dollar-earning poten- 
tial of the hotel industry: those dollars which 
are so priceless to the national economy we 
are told, and rightly so, that unless the 
Treasury is kept supplied with them we shall 
starve ! Why then, is the industry denied 
the opportunity of making more fully its 
contribution to the national effort? If it is 
thought that the public would resent a 
smartening up and refitting of hotels; or 
that it would be jealous of preferential treat- 
ment of the industry, in order to attract 
overseas visitors, then surely—it is for the 
Government to make known the value of 
hotels as a ready medium of earning dollars, 
in the same way as they explain other 
necessities in their “export” policy. 

Every business man knows that despite 
our desperate financial straits there are some 
economies we cannot afford to suffer, and 
there are seeming extravagances which bring 
tribute. A show of prosperity is more likely 
to bring reward than a display of shabbi- 
ness. And who denies that given facilities 
we could give material help to the country 
in its fight to improve the present standard 
of life; here is an opportunity for imagina- 
tion and vision to play a part. We know 
we have the support of the Tourist Board 
and hope they will drive home to the 
Ministers concerned the fact 
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NEEPSEND STEEL AND TOOL 
CORPORATION, LIMITED 
MR S. GC. GOODWIN’S REVIEW 


Mr. S. C. Goodwin, J.P. (chairman) pre- 
sided on the 2nd instant at the twenty-seventh 
annual ordinary general meeting at the 
registered office,  Neepsend, Sheffield. 
In the course of his address he said that 
despite difficulties caused through shortage 
of materials, fuel and labour, the results 
showed an improvement over those of the 
previous year. Surplus and reserves of the 
parent company totalled £429,876 against 
£403,956. Current assets totalled £708,915 
against current liabilities and provisions 
£282,586, an excess of current assets of well 
over £400,000, thus placing the company in 
a very satisfactory position. Net revenue 
from dividends, interest, etc., after deduc- 
tion of taxation, amounted to £110,906, very 
similar to that of last year. The directors 
recommended the transfer to general reserve 
of £25,000, bringing that reserve up to 
£325,000. 

Consolidated statement of corporation and 
subsidiary companies showed surplus and 
reserves £722,885 against £661,377. Current 
assets of the whole group amounted to 
£1,282,636, against current liabilities and 
provisions of £432,947, showing an assets 
excess of £849,689. It would be seen that 
the Neepsend Group was in a very sound 
position financially. The consolidated profit 
and less account showed trading profits 
£314,724 against £165,517 in the previous 
year. 

In the last quarter of the financial year 
production was seriously disorganised due to 
shortage of fuel and compulsory power cuts 
which in’ some instances necessitated the 
temporary close-down of certain departments 
and consequent loss of turnover. 

If they could be left without interference 
to carry on their many occupations, then he 
had no fear for the future. 

The report was adopted. 


DICTOGRAPH TELEPHONES, 
LIMITED 


SUBSTANTIAL PROGRESS 


The eleventh ordinary general meeting of 
Dictograph Telephones, Limited, was held, 
on the 4th instant, at Croydon, Mr Philip V. 
Summer (the chairman) presiding. 

The following is an extract from his circu- 
lated statement : — 

The year under review has been over- 
shadowed by the national economic situation, 
but we are able to report substantial pro- 
gress. 





The exceptionally heavy demand for instal- 
lations of Dictograph Telephone and Sound 
Equipment has continued. Record trading 
results are shown by the parent company, 
the rental and maintenance revenue having 
again considerably advanced. Our subsidiary 
company, Grampian Reproducers, Limited, 
has had a satisfactory year. 

Your directors feel that the time has 
arrived for the formation of a profit-sharing 
bonus scheme. 

There is a combined trading profit of 
£85,935, being an increase of 75 per cent. 
on the comparable figure last year. The 
directors recommend a final dividend on 
the ordinary shares of 10 per cent., less 
income tax, making 16 per cent. for the year. 


The increase we shall now endeavour to 
make in our export trade, whilst essential, is 
bound to result in some restrictions in our 
home trade ; the Government has, however, 
indicated its apreciation, as during the war 
years, of the need to maintain service to our 
existing users. Whatever the immediate diffi- 
culties may be, your directors feel that the 
stabilising effect of the company’s rental and 
maintenance income entitles them to look to 
the future with confidence. 


The report was adopted. 





CALCUTTA TRAMWAYS 
COMPANY, LIMITED 


SERIOUS INTERRUPTIONS 


The ordinary general meeting of the 
Calcutta Tramways Company, Limited, was 
held, on the 27th ultimo, in London, 

Sir Geoffrey R. Clarke, C.S.1., O.B.E, (the 
chairman), said that during the year under 
review the successful working of the under- 
taking had been seriously interrupted in the 
first place by unrest amongst the company’s 
employees, and from August until the end of 
the year by the communal rioting, which had 
often rendered it impossible to put a car on 
the road. The effect of those happenings 
was the reduction of £243,710 in the traffic 
receipts compared with those of the previous 

ear, the greater part of which had occurred 

in the last five months of the year. Unfortu- 
nately, during that period no reduction in 
expenditure had been possible. 

y the end of the year more normal con- 
ditions had returned to Calcutta. In order 
to show the company’s appreciation of the 
manner in which its employees had carried 
on under difficult conditions, a new scale of 
wages was voluntarily introduced on January 
1, 1947, under which every employee of the 
company had received a substantial increase. 
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Notwithstanding that, the Union of Tr 
Workers had put up additional demands. 
bonuses and yet higher wages. A general 
strike of all employees, including the clerical 
staff, was declared on January 21, 1947, and 
had continued until April 15th, when g 
tribunal was appointed. 

Difficulties had arisen in the interpretation 
of the award of the tribunal, and it had por 
been possible to ascertain the total cost tg 
the company for the current year. In order 
to meet the estimated deficit it was necessary 
to conserve the company’s liquid resourgss 
and to withhold the payment of a dividend 
on the ordinary shares, 

The report was adopted. 


GOLDEN HOPE RUBBER 
ESTATE, LIMITED 
IMPROVED EARNINGS 


The annual general meeting of The 
Golden Hope Rubber Estate, Limited, was 
held, in London, on the 4th instant. The 
directors’ report presented for 1946-47 
stated that the work of putting the estates 
in order had continued throughout the year 
and little remained of the more _harmfyl 
weed growths which had spread during the 
Japanese occupation. Labour was sulffciett 
for essential work and health was good. The 
year’s crop was 4,135,104 Ibs. of rubber, 

The chairman, Sir Eric Macfadyen, said; 
The profit of £11,679 is based on production 
costs of the normal kind, exclusive of money 
spent on rehabilitation work, amounting to 
£28,616, which is a balance sheet item pend- 
ing consideration of the company’s war 
damage claim. In the current year it i 
hoped to produce about 5,500,000 Ibs. of 
rubber and perhaps 500,000 ibs. of this would 
be sole crepe, as the manufacture of this 
grade has been resumed on the estate which 
produced it before the imvasion; as a result, 
the company’s earnings should show marked 
improvement. It is also joining with a num 
ber of other plantation owners for whom 
Harrisons & Crosfield (Malaya), Limited, are 
agents, in the formation of a local company 
to undertake latex concentration; this plant 
may not be in operation for another twelve 
months. 

The company owns 9,408 acres planted 
with rubber. Areas totalling 35 per cent 
to 40 per cent. of the whole, though still 
making their contribution to output, will re- 
quire to be replaced by stages over the next 
ten years with either replantings. or new 

lantings half of these areas would have 

en dealt with before now, but for the 
war. The programme will have to 
upon consideration of finance and labour. 
The report was adopted. 





NOTICES 


COUNTY BOROUGH OF SOUTHEND-ON-SEA 
EDUCATION COMMITTEE 
MUNICIPAL COLLEGE 
Acting Principal: B. Thomsett, B.Sc. (Eng.), A.C.G.I., M.I.E.E. 
DEPARTMENT OF COMMERCE 
t of SENIOR ASSISTANT, 
to develop degree and advanced professional courses. Candidates 
should be a Graduate in Economics or Commerce and/or possess a 
professional qualification. Experience in business and teaching is 


APPLICATIONS are invited for the 


desirable. 


Salary in accordance with the Burnham Technical Scale, i.e., £600 to 


£750 with training allowances, 


Full details of the post and form of application may be obtained | 


Markets essential. 


ood 


CHARTERED ACCOUNTANT is required as Assistant Managing 

Director of a large industrial company, to instal and be respon- 
sible for the development of an effective form of Budgetary Control, 
Standard Costs and all office procedures. (Office staff 250.) A, high 
salary will be paid to a first-class man with industrial and administra 
tive experience.—Applicants should send full details of their qualifica- 
tions, experience, age and salaries to Box 621. 
UR StS Ass position in Loudon as Export Manager open to expe 

rienced man, Thorough knowledge of Paint Trade and World 
Write giving fullest details of experience 
salary required, which will be treated in strictest confidence.—Box 6%, 
i meet the growing demand for the services of the PRODUCTION 
* DIVISION, Urwick Orr and Partners are seeking additional profes- 
sional consulting staff. Qualifications in engineering or other industrial 


from the undersigned on receipt cf stamped and addressed foolscap | ‘fecnmology snd: some years responsible experience. in productiag, & 


envelope. Application to be returned to the Acting Principal of the | 


factory management essential. University education desirable. Age 


College, Victoria Circus, Southend-on-Sea, within a fortnight of the | apply’ Persons comenthe Cr ec el, ue ee east Year eed agement 


date of this advertisement. 


H, BOYES WATSON, Chief Education Officer. 
Education Office, Warrior Square, Southend-on-Sea, 


25th November, 1947 


‘JHE Civil Service Commissioners give notice that a Competition for | 
one or more Clerkships in the House of Commons will be held in 

Juiy, 1948, in conjunction with the Normal Open Competition for the | 

Administrative Class of the Home Civil Service by Method I (written 


examination and interview); candidates w 


Competitions must complete a "Sh one application form for each, 
and under 24 years of age on Ist 
August, 1948; they can compete only if nominated by the Clerk of the 
forms on which application 
for nomination must be made can be obtained by writing to the 
Secretary, Civil Service Commission, 6 Burlington Gardens, W.1, 
. Completed application forms must be 
the Clerk of the House of Commons, House of Commons, S.W.1, not 


Candidates must be at least 
House of Commons... Full particulars and 


quoting No. 2068 
later than 3ist January, 1948. 


received by ne and 


consulting firms cannot be considered.—Applications in writing to 
Company's offices at 7 Park Lane, London, W.1, : 


GTATISTICIAN (male or female) required by large i 


executive position Bom Branch. 
required to train for the position in London and should have sul 


| Organisation with headquarters in London. Candidates 
possess a University degree or equivalent qualification in 
or Statistics and should have had some practical experience of 
tical investigation, They shopld have | a ility to diagnose . ae 
is i economic tren an eir relation to a particular ustry, 
¥ to enter for beth | me accounting knowledge is desirable.—Box 623, es 
| 


[XDtA—Leading firm of manufacturing pharmaceutical chemists 
la a owe business in India both in ethical and pug 
adve nee prepenenees invite applications from Ind 


landidate appointed will ¥ 


education. Indian experience preferred but 3 


essential. Applicants should write giving full details experience 
salary required to—Box 619, 
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Statistical Summary 


GOVERNMENT RETURNS 


For the week ended November 29, 1947, 
total ordinary revenue was 66,013,000, 
against ordinary expenditure of /70,754,000 
and issues to sinking funds £160,000. Thus, 
including sinking fund allocations of 
{10,239,891 the surplus accrued since April 
ist is (226,712,813 against a deficit of 
{515,896,583 for the corresponding period 


a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


! Receipts into the 
| Exchequer 


(£ thousand) 


| Bsti- P=. 
; : April = April | 
Revenue leer el 1 l | Week Week 
to to ended | ended 
Nov. Nov. | Nov, | Nov. 


30, 29, 30, | 29, 
1946 1947 | 1946 | 1947 


ORDINARY 

REVENUE 
Income Tax....../1086000. 493,038 466,260) 5,755 10,490 
Sur-tax 80,000 20,222 23,455 450 350 
Estate, etc., Duties 155,000 96,049 109,779 2,690: 3,780 
Stamps 57,000 22,670 34,180 590 1,900 


ND. .....-+- Vane ago .23:997 23,570 750, 200 
ERT * f, 206,000 4 39°329 172,213 17,179 2,550 
Other Inland Rev 1,000 168 ae. os 


Total Inland Rev. 1585000 895,473 829,577 27.414: 19,270 


742,460 404,723 528,594 19.457 17,108 





Customs 
Excise ........«+,668,540 392,900 411,300 21,500 23,300 
Total Customs & 

Birise .. 1411000. 797,625, 939,894 40,957. 40,408 
uct Bates "$0,000 12,645 13,053 100... 


Surplus War Stores 95,000 67,201 131,059 11,216 4,182 
Surplus ik pts 
from Trading ..; 55,000 30,000 30,175 
Post Office (Net | 
Receipt ‘ o 5,450 4,080 Dr 806 Dr 950 
Wireless Licences 11,000 5,270 6,370 1,070 1,200 
Crown Lan ; 1,000 650 670°... 20 
Receipts from 
Sendry Loans 


21,000 21,082 18,863 
Miscell. Receipts 


270,000 25,206 191,522 1,611 1,884 


Total Ord. Rev.. ..5449000 1880600 2165263 82,068 66,013 


Setr-BataNcInG 


Post Offic: 144,230 81,200, 90,500 3,500 3,850 
Income Tax on 


E.P.T. Refunds) 49,000 129,613 15,536 2,763 280 
Mi csssss 





ee ne ee ee 


. 3692230 2091415 2271299 88,331 70,143 


{ Issues out of the Exchequer 
to meet pavments 
(£ thousand) 


Esti- ; 
P sels April April 
Expenditur a. 1 | Us| Week| Week 
to | to ended ended 
Nov. | Nov. | Nov. | Nov. 
. ee eee 30, 29, 


| 1946 | 1947 1946 1947 


sehipremaepatatiiae ; 


ORDINARY 
Exrenpirure | | 
Int. & Man. of 


a vat. Debt 525,000 311,834 322,466 1,104 838 
avments to aN. j i 
Ireland... 23,000 11,289 13,776 696 666 
Issue to Nat. Land j j | 

Fund i Sue 50,000 
Other Cons. Fund i 

Services ....., 8,000 4,004 3,873 14 17 
Total . 556,000 377,128 340,115 1,814 1,520 


Supply Services .. 2635114 2009527 1588195 65,015 69,2 


Total Ord. Exp... 3192114 2386655 1928310 66,829 70,754 





Seir-BaLancine 


Post Office . 144,230 81,200 90,500 3,500 3,850 


Income Tax on | 
E.P.T. Refunds’ 49,000 129,613 15,536 2,763 280 
Total ‘ 3303306 


3383344 2597468 2034346 73,092 74,884 
After increasing Exchequer balances by 159,262 to 


{3,013,150 the other operations for the week increased 
sess National Debt by £14,902,855 to £25,909 million. 


NET ISSUES (f thousand) 


P.O, and 1 elegraphy ... <«s «da bbe eels Seas awixi’? 80D 
vite EE Ea hn ee ee M3 
Local Authorities Loans Act, 1945, Sec. 3 (1) ..... 4,900 


War Damage: War Damage Commission,,..,.,.. 2,000 ! 
Finance Acts, 1946 and 1947, Post-war Crediis.... 2,170 | 


eee ence nope 


: eRe 


CHANGES IN DEBT ({ thousand) 
Net Receipts Ner REPAYMENTS 


Nat. Savings Certs, 1,900 3% Def. Bonds.... *2,997 
2% Def. Bonds .. 1,131 Ways & Means Ad- 
Tax Reserve Certs. 4,106 Vancgs wo cisees 7,235 


Treasury Deposits. 20,000 | Treasury Bills .... 18,791 





Other Debt :-— 
Internal ......; 14,842 
External ...... 1,952 
43,931 29,029 
* Including £2,533,580 paid off on maturity. 
FLOATING DEBT 
el eee ee aida 
Treasury Ways and 
Bills a | Trea- 
| Advances bs ry | Totar 
Date} | | ae 
bea, | Bank by. -} Dobe 
ubhe o t's: | 
i Tap Depts. | Eng- | Banks 
! j land } 
ais et due Genes Banal ine 
1945 | | 
re 2070-0 2460-5 372-4 ie 1742-5) 6645-4 
Aug. 23 2180-0 2467-9) 336-9 9-75 1350-5) 6345-1 
» 30 2190-0 2428-5) 339-8 4°75. | 1325-0! 0286-1 
Sept. 6 2190-0 2466°4) 369°6 | 4+75..1304-0) 5534-8 
43 2190-0 2499-9) 357-1 | 4-25 1296-5 6347-7 
, 20 | 2190-0. 2555-0) 327-7 | 8-0 1299-0 | 6357-6 
» 2612190-0 2557-1) 322-3 ue 1292-5} 6361°9 
Oct. 4 2200-0 2534-8) 363-9 | 19-8 | 1267-0) 6385-4 
» 11 2220-0: 2661-7; 343-2 | 20-3 1254-5) 6398-6 
» 18 2230-0 2584-7; 362-8 | 2-0 |. 1253-0) 6432-5 
» 25 2230-0 2561°5).332-64 ... 1252-5} 6376-6 
Nov. 1 2240-0 2543-4 354-8 1-75 | 1252-5) 6392-5 
vw _8 | 2250°0/2559'3) 337-7). 1252-5) 6379-4 
» 15 2250-0 2527-5) 346-7 | 13-5 1292-5) 6430 2 
, 22 2250-0, 2579:7 339-1 | 68 1317-5. 6493-1 
s 29 2250-0, 2561-0) 338-6 |... 1537°5/| 6487-1 
TREASURY BILLS 
anes a 4 million) . 
| Average Per 
| Amount | Rate } Cent, 
Date oi | eee See oem ; Allotted 
a i } of Allott | 
Tender | Anolied tent +. at 
lOtterea “Ppl Allott 5 | Min. 
toil : aE cues Rate _ 
~ 1946 


| 
Nov. 29 | 160°C | 258-3 | 160-0 10 0-62 54 


1947 i 
Aug. 29 170-0 | 251-9 | 170-0} 10 3-14 §9 


Sept. 5 170-0 276+8 | 170-0 10 2-54 % 


» 12) 170-0 | 269-7 | 170-0} 10 2-85 $i 
» 19 170-0 | 253-5 | 170-0} 10 3-10 57 
» 26) 180-0 | 277-4 180-0} 10 2-66 21 
Oct. 3 190-0 | 299-9 1900; 10 1-39 49 
« 10) 180-0 | 291-3 | 180-0} 10 1-36 47 
. 27} 110-0 | 268-9 170-0} 10 1-87 Be 
» 24! 170-0 | 285-0 | 170-0} 10 1-52 46 
» SL! 170+0 289-3 170-0] 10 1-38 43 
Nov. 7! 170-0 | 285-4 | 170-0] 10 1-49 45 
, 14) 170-0 | 270-1, 170-0} 10 1-85 | 53 
» 21) 170-0 | 271-2 | 170-0} 10 1-70 | 53 
» 28 170-0 | 269-2 | 370°O | «10 3-02 53 


| } 
On November 28th applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday, Friday and 
Saturday were accepted as to about 53 per cent of the 
amount applied for at £99 17s. 5d. and applications at 
higher prices were accepted in full. £170 million (maximum) 
of Treasury Bills are being offered for December 5th. For 
the week ended December 6th the Banks will be asked for 
Treasury deposits to an amount of £35 million (maximum) 


NATIONAL SAVINGS 


___ & thousand) 



















haan A Bs Aa, Totals 
W eck Ended Mar. 31to 
Nov, 23, Nov. 22, Nov. 22, 
| 16 947 1947 
Savings Certificates : — 

Racsints.. .. cicicsavas ons 3,950 | 5,500 ' 141,900 

Repayments .........+08 2,550 3,150 . 94,400 

Net Savings......+eccers | 1,400, 2,350...47,500 

Defence Bonds :— ! ' 

Receipts... iki cacceses | 3,230 1,715 |. 48,705 

Repayments ............ i 607 866 26,140 

Net Savings. «2.0026. e0% 2,623 849 | 22,565 

P.O. and Trustee Savings | 

Banks :— { ' 
Receipts. ......-2-ccres ° 13,445 ; 14,020 | 432,129 
Repayments ....+..++44 + | 12,300; 10,910 | 406,665 

‘ t ' 

Net SavingS..<..0esseee» 2.145 3,110 | 25.464 
otal Net Savings ...... -. | 6,168} 6,309 | 95,529 
nterest on certificates ates 408 665 | 17,992 

Interest accrued j 
remaining invested... .... 2,228 | 2,290, 72,319 


BANK OF ENGLAND 
RETURNS 


DECEMBER 3, 1947 


[ISSUE DEPARTMENT 


t 
Notes Issued : Govt. Debt... 13,445,100 
Tn Circln.... 1342,650,087 | Other Govt. 
In Bankg. De- Securities .., 1438,341,150 








partment... 107,597,746 | Other Secs... . 632,378 
Coin other 
than Gold... 11,372 
Amt. of Fid.——~-——— 
eweer =: 1450,000,000 
Gold Coin and 
Bullion {at 
172s. 3d. per 
oz. fine)... .. 247,833 
1450,247,833 1450,247,833 
BANKING DEPARTMENT 
f t 
Capital. ...... 14,553,000 | Goyt, Secs... 292,422,909 
Resté ¥. 4. X.. 3,424,472 | Other Sees. : 
Public Deps.*. 19,320,191 | Discounts and 
———~e=n > Advances... 2,714,706 
Other Deps. : Securities.... 19,080,445 
Bankers..... 991,419,476} — — 
Other Acets...- 94,329,380 ' 21,745,151 
385,748,856 Notes........ 107,597,746 
A ek. p 1,280,713 
423,046,519 | 423,046,519 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ millions) 





1946 | 1947 
Dee, | Nov lNov. | Dec. 
, 4 9 | B | 3 
; 
Issue Dept. : 
Notes in cireulation...... |1375+7/1348+ 1'1340-6'1342-7 
Notes in banking depart- | 
gent Vadiet =; Vickers | 24-6 102-1, 109-8 107-6 
Government debt and | a 
securities? % . 4.4 sa. « |1399-11449-11449-4 1449-4 
Other securities... 5.0... i OF 0-6 0-6 0-6 
Sanh. ins ee oar se > pad ene 1. 0-2 0-2 0-2) 


0:3 
Valued at s. per fine os. | 172/3, 172/83 172/3| 172/83 


Banking Dept. : 


Deposits : i 
PablesciiTt.. APRA } 98 21-0) 14-0 19-3 
WOMROES 6: 5 ae cone > Gon | 279-6, 309-0, 292-5 291-4 
CMMs. eae | 54-1) 91-8 93-3 94-3 
Teta AGas.. eetisd sh | 343-5 411-8 399-8 405-0 
Securities : | 
Government............ | 298-5 301-5 278-5) 292-4 
Discounts, ete... .... 666. } 20-8 B2 4-4] 2-9 
SOE is is cameng cea ane ¢ | 16-6 19-4 23-6 19-0 
WWE Ss ieee POTS » 535-9 325-9 306-5 314-1 
Banking dept. res........-. i 25:7 103-8 iil: | 108-8 
f y of f of oy 
0 °o ° | /o 
“ Proportion”... 62... | 94) 25:2) 27-8) 26-8 


* Government debt is (11,015,100, capital (14,553,000, 
Fiduciary issue raised from {1,400 million to (1,450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of Engiand’s Official buying price ter gold 
remained at 172s. 3d. per fine ounce throughout the week, 
Spot_casli prices were as follows :— 


| ere pe Solow err 


Se ee 


St.ver Gop 





London. New York, Bomba: 
1947 | ounce per ounce’ per 100 tolas' 





Bombay 
per tola 


{ 
d. { c. Rs. a. “Rs. os 

Nov. 27.. | “6 | mat 163 14 | 107 10 

“es as | % 1640 8 | «(107 

» 29.. | Markets Closed | 163 @ io? 13 
Dec. 1.. 4 | 145 | 162 2 | 106% 

oie 6% | 4) | 164 2 | 106 7 

4 ek So ME I 8 8 





ane ae 


Aannoen cnescsseiites| > 








944 





Australia Wants 
British Goods 


British goods are in great demand 
by Australians and New Zealanders 
whose relatively high purchasing 
power makes them valuable custo- 
mers. For trade, investment and 
travel information, consult and use 





Head Office, nice 


BANK OF NEW SOUTH WALES 


{incorporated in New South Wales with limited liability) 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
LONDON OFFICES: 29 Threodneedie Street, E.C.2., and 47 Berfeley Square, W.1. 








THE UNION BANK 
OF AUSTRALIA LIMITED 


ESTABLISHED 1837 


With 2 network o! branches throughout every important pastoral, arricultural, 
commercial and industrial area in 


AUSTRALIA and NEW ZEALAND 


and with Agents in the principal cities throughout the world, The Union Bank 
of Australia, Limited, is able to offer the facilities of a most comprehensive 
banking service. 
Head Office : 
71, CORNHILL LONDON, €E.C.3. 


West End Agency : 
15 CARLOS PLACE, LONDON, W.I. 


Lloyds Bank 


1077 


EXECUTOR AND TRUSTEE 
DEPARTMENT 


Why impose upon relations and friends the 
onerous duty of acting as your Executors and 
Trustees when Lloyds Bank can offer you the 
services of their expert organization for dealing 
with your estate at a moderate cost? 

Before making your Will or creating a Trust, why 
not obtain full particulars of such services from 
one of the Offices of the Executor and Trustee 
Department or from any Branch of the Bank ? 


HEAD OFFICE: 7I LOMBARD STREET, LONDON, E.C.3 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 


CLAIMS PAID EXCEED 
(1946 Accounts) 


(A CHALLENGING Christian contribution to current political thought 

published by the Industrial 
TComipiets edition (2s.) or 
Both post free—1 The Broadway, Westminster, 


‘* Present Politics,’ the new booklet 
Chvtetian Fellowship. Send now for the 
one edition (4d. ). 


Printed in Great Britain by S$ panes, Lib, 


CLEMENTS oe en 
wt 22 Ryder Street, St. James's, London, S'W.1. 








» Kingsway, London, W. 


Published week! 
'S. Representative : R. S. Farley, 111 nthe Nee Yoo. 








3 








THE ECONOMIST, December 6, 1947) 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Eneer porated in th» Coiony of Hongkong.\ 
CAPITAL ISSUED AND FULLY PAID UP - 
RESERVE FUNDS STERLING - - - - 
RESERVE LIABILITY OF MEMBERS - - 
Head Office : HONGKONG. 
Chiei Manager’ Tox Hoxovrnaste A. Moras, 0.B.B. 
BRANCHES. 
*Kobe 
Kowloon 
Kuala Bela? 
Kuala Lumpur 


Mukden 
Nanking 

New York 
Peiping 
Penang 
Kangoon 
Saigon 
Sendakan 
San Franciseo 
Shanghai 


Colombo 
*Dairen 
Foochow 
Haiphong 
*Hambury 
Calcutta Hankow 
Cameron High- *Harbin 
lands (Malaya Hoilo 
Oanton J 
*Chefoo 
Chungking 


Amory 


Batavia 
Bombay 
Brunei 


pob 
Jesselton 
Jobore Muar (Johore) Singapore 


* Branches not yet re-opencd, 


London Office: 9, GRACECHURCH STREET, E.C.3. 
HONGKONG & SHANGHA! BANK (TRUSTEE) LIMITED. 
®, Gracechurch Street, E.C.3, a company incorporated im England, and an affiliate s 
The Hongkong and Shanghai Banking “orporation, is prepared to act as Executor and 
Trustee in approved cases. Trustee Companies, also aifillated to the Corporation, are established 
in Hongkong and Singapore. 
Full particwiars may he had on application 


GRESHAM LIFE 


ASSURANCE SOCIETY LTD 


Established 1848 
Head Office : Aldwych House, Aldwych, London, W.C.2 
Enquire, stating age, for particulars 


OPPORTUNITIES 
IN CANADA 


If you are interested in obtaining trade 
connections in Canada we cordially invite 


enquiries 


THE CANADIAN BANK 
OF COMMERCE 


(incorporated in Canada in 1867 with Limited Liability). 


2, LOMBARD STREET, LONDON, E.C.3. 


Head Office: Toronto, Canada 


THE CUNARD STEAM-SHIP Pp COMPANY ‘LIMITED 


FIVE PER CENT. CUMULATIVE PREFERENCE STOCR ot 
SIX PER CENT. SECOND CUMULATIVE PREFERENCE 
NOTICE IS HEREBY GIVEN that the Transfer Registers Se 

of the above stocks will be closed from 10th to 16th Decem 

both dates inclusive, for the purpose of preparing Werrents in "in ras 

of Dividends for the half-year ending 31st December, 194 


on ist January, 1948. 
By Order of sho Boers 


Offices: Cunard Buildings, Liverpool. nist 
4th December, 1947, : 


OTHER NOTICES APPEAR ON PAGE 942 
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